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BEFORE THE
I LLI NOI S COMMERCE COMM SSI ON

COMMONWEALTH EDI SON COMPANY ) DOCKET NO.
) 05-0159
)

Proposal to implement a conpetitive )

procurement process by establishing )

Ri der CPP, Rider PPO-WM Ri der )

TS- CPP, and revising Rider PPO-M. )

(Tariffs filed February 25, 2005) )

Springfield, Illinois

August 29, 2005
Met, pursuant to notice, at 10:00 A. M
BEFORE:
MR. M CHAEL WALLACE, Adm nistrative Law Judge
APPEARANCES:

MR. PAUL HANZLI K

MR. E. GLENN RI PPI E

MR. JOHN ROGERS

MR. JOHN RATNASWAMY

FOLEY & LARDNER, LLP

321 North Clark Street, Suite 2800
Chicago, Illinois 60610

(Appearing on behalf of Comonweal th Edi son
Conpany)

MS. ANASTASI A M POLEK- O BRI EN

MR. DARRYL BRADFORD

MR. RI CHARD BERNET

10 Sout h Dearborn Street, 35th Floor
Chi cago, Illinois 60603

(Appearing on behalf of Comonweal th Edi son
Company)
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APPEARANCES: (Cont ' d)

MR. THOMAS J. AUGSPURGER
McDERMOTT, W LL & EMERY, LLP
227 West Monroe Street
Chicago, Illinois 60606

(Appearing on behalf of J. Aron & Conpany
and Morgan Stanley Capital Group, Inc.)

MR. DAVID M STAHL

El MER, STAHL, KLEVORN & SOLBERG, LLP
224 South M chigan Avenue, Suite 1100
Chicago, Illinois 60604

(Appearing on behalf of M dwest Generation
EME, LLC)

CARMEN FOSCO

JOHN C. FEELEY

JOHN J. REI CHART

. CARLA SCARSELLA

Office of General Counsel

160 North LaSalle Street, Suite C-800
Chicago, Illinois 60601

»33 0

(Appearing on behalf of Staff of the
[11inois Commerce Comm ssion)

MS. JANI CE A. DALE

MS. SUSAN SATTER

MS. SUSAN HEDMAN

Assi stant Attorney Gener al

100 West Randol ph Street, 11th Fl oor
Chicago, Illinois 60601

(Appearing on behalf of the People of the
State of Illinois)
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APPEARANCES: (Conti nued)
MR. CHRI STOPHER W FLYNN
JONES DAY
77 West Wacker Street, Suite 3500
Chicago, Illinois 60601-1692

(Appearing on behalf of Ameren conpanies)

MR. ALLAN GOLDENBERG

MS. MARI E D. SPI CUZZA

Assi stant State's Attorneys

69 West Washington, Suite 3130
Chicago, Illinois 60602

(Appearing on behalf of the Cook County
State's Attorney's Office)

MR. LAWRENCE A. GOLLOWMP

Assi st ant General Counsel

1000 I ndependence Avenue, Sout hwest
Washi ngton, D.C. 20585

(Appearing on behalf of the United States
Department of Energy via teleconference)

MR. JOSEPH L. LAKSHMANAN
Attorney at Law

2828 North Monroe
Decatur, Illinois 62526

(Appearing on behalf of Dynegy, Inc.)

MR. JOHN N. MOORE

Attorney at Law

35 East Wacker Drive, Suite 1300
Chicago, Illinois 60601

(Appearing on behalf of the Environment al
Law and Policy Center)
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APPEARANCES: (Conti nued)

MR. PATRI CK Gl ORDANO

MR. PAUL NEI LAN

MS. CHRI STI NA PUSEMP

Gl ORDANO & NEI LAN, LTD.

360 North M chigan Avenue, Suite 1005
Chicago, Illinois 60601

(Appearing on behalf of Building Owners &
Managers Associ ation)

MR. ERI C ROBERTSON

LUEDERS, ROBERTSON & KONZEN
1939 Del mar Avenue

Granite City, Illinois 62040

(Appearing on behalf of the Illinois
| ndustrial Energy Consumers)

MR. CONRAD R. REDDI CK
Attorney at Law

1015 Crest Street
Wheaton, Illinois 60187

(Appearing on behalf of the Illinois
| ndustrial Energy Consumers)

MR. CHRI STOPHER J. TOWSEND

DLA Pl PER RUDNI CK GRAY CARY US, LLP
203 North LaSalle Street, Suite 1500
Chicago, Illinois 60601

(Appearing on behalf of M dAnmerican Energy
Company, Direct Energy Services, LLC,
Constel | ati on NewEnergy, Inc., and U.S.
Energy Savi ngs Corporation)
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APPEARANCES: (Conti nued)

MR. RONALD D. JOLLY
Attorney at Law

30 North LaSalle, Suite 900
Chicago, Illinois 60602

(Appearing on behalf of the City of
Chi cago)

MR. LAWRENCE A. ROSEN

MR. ROBERT KELTER

208 South LaSalle, Suite 1760
Chicago, Illinois 60604

(Appearing on behalf of the Citizens
Utility Board)

SULLI VAN REPORTI NG COMPANY, by
Carla J. Boehl, Reporter

Ln.

#084-002710
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PROCEEDI NGS

JUDGE WALLACE: Pursuant to the direction of
the Illinois Commerce Comm ssion, | now call Docket
Number 05-0159. This is the matter of Comonweal th
Edi son Conpany and proposed tariffs.

May | have appearances for the record,
pl ease, starting with Commonweal t h Edi son?

MR. HANZLI K: Fol ey and Lardner by Paul
Hanzl ik, Gl enn Ri ppie, John Rogers and John
Rat naswamy, 321 North Clark Street, Chicago
Il1inois, appearing for Commonweal th Edi son Conpany.

JUDGE WALLACE: Staff?

MR. FEELEY: Representing Staff of the Illinois
Commerce Comm ssion, John C. Feeley, John Reichart,
Carmen Fosco and Carla Scarsella.

JUDGE WALLACE: And then let's just start on
this end.

MR. Gl ORDANO: For the Building Owners and
Managers Association of Chicago, and | will refer to
us as BOMA t hroughout the proceeding, Patrick
G ordano, Paul Neilan and Christina Pusenmp of the

| aw firm G ordano and Neil an, LTD. Do you want our
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address, too?

JUDGE WALLACE: No, let's just get the address
-- so you have that |ist?

REPORTER: Yes

MR. LAKSHMANAN: For Dynegy, Inc., Joe
Lakshmanan.

MR. ROSEN: Citizens Utility Board, Larry Rosen
and Robert Kelter.

MR. TOWNSEND: On behal f of Constellation New
Energy, Inc., Peoples Energy Services Corp.,
M dAmeri can Energy Conmpany, Direct Energy Services
Corp., and US Energy Services -- | am sorry, US
Energy Savings Corp., the law firm of DLA Piper
Rudni ck Gray Cary US, LLP, by Christopher J.
Townsend.

MR. AUGSPURGER: For Morgan Stanley Capital
Group, Inc., and J. Aron and Company, MDernott,
WIIl and Enmery, LLP, by Thomas J. Augspurger and
Gregory K. Lawrence.

MS. HEDMAN: People of the State of Illinois by
Susan Satter and Susan Hedman from the Office of the

Attorney General.
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MR. GOLDENBERG. On behalf of the Cook County
State's Attorney's office, Allan Gol denberg and
Marie E. Spicuzza, assistant state's attorney.

MR. MOORE: John Moore, Environmental Law and
Policy Center.

MR. ROBERTSON: Eric Robertson and Conrad
Reddi ck on behalf of the Illinois Industrial Energy
Consuners.

MR. STAHL: On behalf of M dwest Generation,
David Stahl, firm of Einmer, Stahl, Klevorn and
Sol berg, Chicago

MR. BRADFORD: Also on behalf of Commonweal th
Edi son, Darryl Bradford and Stacy O Brien and Rick
Ber net .

MR. FLYNN: Chri stopher Flynn of Jones Day on
behal f of the Ameren compani es.

MR. GOLLOMP: Lawrence Gollonp on behalf of the
United States Department of Energy.

JUDGE WALLACE: Anyone else wishing to enter an
appearance? All right. Thank you. Let the record
reflect no other appearances at today's hearing.

M. Rippie sent out a schedule | ate Friday
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night and, M. Rippie, is this not quite conplete?
O it is conplete.

MR. RI PPI E: | believe, Your Honor, that it is
compl ete for week one. There are some renmaining
pi eces of information that we need to discuss with
respect to the second week, but this should be final
and conplete with respect to week one.

JUDGE WALLACE: And what's the hol dup on week
two then?

MR. RI PPI E: There are efforts being made to --
| hope they are done but | can't guarantee it -- to
swap a couple of witnesses to accomwodate
out-of -state travel and to allow attorneys that have
bl ocks of witnesses to put them on in blocks so that
they can travel down and back together. | think
week two is pretty close, but that's the remaining
hope.

JUDGE WALLACE: It is my understanding that the
Comerce Commi ssion is going to have oral argunment
in the NICOR gas rate case on the 8th in Chicago and
my information as of this norning is that that is

still going ahead as planned. | don't know if that
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I mpacts anyone here or not. If it does, you know,
pl ease | et Judge Jones and | know so that we can --
MR. RIPPIE: Sone of the noves that have been
made in the | ast few days have been designed to
accommodat e requests by other parties that had
potential conflicts with that oral argunment, and we
have, including by moving a ComEd witness, attenpted
to, as much as is physically possible by the
constraints of the day, nove witnesses around to
accommodat e those requests.
JUDGE WALLACE: All right. Thank you.
We have Cl ark, Ml er and Juracek today,
M. Hanzlik?
MR. HANZLI K: That is correct.
JUDGE WALLACE: Wbuld those three witnesses
pl ease stand and raise your right hands.
(Wher eupon the Wtness
was duly sworn by Judge
Wal | ace.)
JUDGE WALLACE: Thank you. Be seat ed.
M. Hanzlik?

MR. HANZLI K:  Thank you, Your Honor. Our first
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wi t ness would be M. Frank Clark and I would ask him
to take the stand at this tine.

FRANK M CLARK, JR.
called as a Wtness on behalf of Comonweal th Edi son
conpany, having been first duly sworn, was exam ned
and testified as follows:
DI RECT EXAM NATI ON
BY MR. HANZLI K:
Q M. Clark, could you please state your ful
name for the record
A Frank M Clark, Jr.
Q M. Clark, by whom are you enpl oyed?
A.  Commonweal t h Edi son.
Q M. Clark, | have previously handed to you
a copy of your testimony, Exhibit 1.0, along with
exhibits to that testimony, 1.1 to 1.6. Do you have
that testimony and those exhibits before you now?
A.  Yes, | do.
Q M. Clark, is that testinony which you have
prepared for subm ssion in this proceeding today?
A, Yes, it is.

Q And are the exhibits that are referred to
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in your testimony the exhibits that appear attached
to that testinony as Exhibits 1.1 through 1.67

A. Yes, they are.

MR. HANZLI K:  Your Honor, we had previously
filed M. Clark's testinony with the associ ated
exhi bits. It was given e-Docket nunber 55889 at the
time of filing.

Q M. Clark, are there any changes or
corrections which you wish to make in your prepared
testi nony?

A. No.

Q If I were to ask you those same questions
t oday, woul d your answers be the sanme as appear in
your prepared testimny, Exhibit 1.17

A. Yes, they woul d.

MR. HANZLI K:  Your Honor, at this time | would
nove into evidence Exhibit 1.0, the testimny of
M. Clark, along with the attached exhibits, 1.1
t hrough 1.6.

JUDGE WALLACE: Any objection?

MS. HEDMAN: Yes.

MR. GOLDENBERG: Yes.
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MS. HEDMAN: Susan Hedman for People of the
State of Illinois. W wish to restate our objection
to the references of the Post-2006 Initiative in
Exhibit 1.0 which were allowed, Exhibit 1.6 and all
of the Exhibits 1.1 through 1.5, on the grounds as
set forth in detail in our motion in Iimne which we
filed on August 23 with the Cook County State's
Attorney, CUB and the Environmental Law and Policy
Center, and which Your Honor denied.

For the record we renew our objection to
adm ssion of this material on the grounds that the
Comm ssion issued a workshop preamble at the start
of the Post-2006 Initiative. It stated, "In order
to facilitate free and open discussions, the
st akehol ders wish to assure that statements made,
positions taken and documents and papers provi ded by
t he stakehol ders in the Post-2006 Initiative process
wi Il not be used by the stakeholders in any
substantive litigation, including adm nistrative
proceedi ngs before the Illinois Conmerce Conm ssion,
t he Federal Energy Regul atory Comm ssion and ot her

federal, state or |ocal governnental authorities."”



10

11

12

13

14

15

16

17

18

19

20

21

22

68

For the record, we note that because the
peopl e through the Office of the Attorney Genera
and other parties relied on this prom se on a
condition of their participation in the workshops,
the Comm ssion is estopped from considering materi al
related to the workshops, particularly
characterizations of abuse of the participants
I ndi vidually or collectively in this or any other
docket. And Conmmonweal t h Edi son and ot her parties
are barred fromsubmtting Post-2006 Initiative
materials in this or any other proceeding.

The People relied, apparently to their
detri ment, on the prom ses made in that preanble.
Thank you, Your Honor.

JUDGE WALLAC: M. Gol denberg?

MR. GOLDENBERG. Allan Gol denberg on behal f of
t he Cook County State's Attorney's office. Again,
we woul d renew our objections as raised in the joint
notion that we had filed previously with the
Attorney General's office. In addition, | would
also like to point out and have Your Honor consi der

that the exhibits and materials are hearsay. We
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obj ection |l ooking to the personal know edge of the
wi t ness that we would |Iike to probe on cross

exam nati on. And then in addition to that,

anticipating the sort of WIlson versus Clark experts

all owed to rely on hearsay, we would be arguing that

various portions of the testimny are not the type
of materials that an expert would rely on in
I[Ilinois, and we would be objecting for that basis
al so.

JUDGE WALLACE: All right. Thank you.

MR. ROSEN: Your Honor, CUB joins in on the
obj ection as well.

JUDGE WALLACE: Any other objections?

MR. MOORE: The Environmental Law and Policy
Center also joins it.

JUDGE WALLACE: Okay. Would you like to
respond, M. Hanzlik?

MR. HANZLIK: Very briefly. The Comonweal th
Edi son Conpany submtted a detail ed response on
August 26 to this motion. Il will not repeat the

arguments contained in that response unl ess Your
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Honor would like us to do that. W believe that
this is not a well-founded notion and the objections
m sstate the law in Illinois as well as the purpose
for which these documents, which are public
documents, have been offered in this case. W
object to the notion and believe these exhibits

properly adm ssi bl e.

JUDGE WALLACE: Al right. Il will reserve
ruling until after cross. Does anyone have cross of
M. Clark?

MS. HEDMAN: | do, Your Honor.

MR. HANZLI K:  Your Honor, may | just move into
evidence -- will you reserve ruling also on the
adm ssibility of his testimny as well as the
exhi bits?

JUDGE WALLACE: Yes.

MR. HANZLI K: Thanks.

JUDGE WALLACE: Ms. Hedman?

MS. HEDMAN: Thank you, Your Honor.

CROSS EXAM NATI ON

BY MS. HEDMAN:

Q Good morning, M. Clark. M name is Susan
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Hedman. | amwith the Office of the Attorney Genera
and | represent the People of the State of Illinois
in this docket .

A. Good nor ni ng.

Q M. Clark, on lines 5 and 6 of page 1 of
your prefiled testimny you have testified that you
are currently executive vice president and chief of
staff of Exel on Corporation and president of
Commonweal t h Edi son Conpany, is that correct?

A Yes, it is.

MS. HEDMAN: Your Honor, may | --

JUDGE WALLACE: | am sorry, | was wondering. I
t hought we had a m crophone over there but we don't.
Let's go off the record a m nute.

(Wher eupon t here was
t hen had an

of f-the-record

di scussi on.)

JUDGE WALLACE: Back on the record. M\hatever
you do, don't trip over the cords.

MS. HEDMAN:  Your Honor, | have a cross exhibit

that | would |like to mark. Per haps you can advi se
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me what procedure you would Iike nme to use for that.

JUDGE WALLACE: I f you would hand it to the
court reporter.

MS. HEDMAN: Could we make a determ nation as
to how many copies we need of everything? | want a
show of hands of who expects a copy.

(Wher eupon AG Cross
Exhi bit 1 was marked
for purposes of
identification as of
this date.)

JUDGE WALLACE: Let's go back on the record.
Ms. Hedman.

MS. HEDMAN: Thank you, Your Honor.

Q M. Clark, you have a docunent that has
been marked as AG Cross Exhibit 1. Does this
organi zational chart accurately depict Exelon
Corporation's corporate structure?

A Yes.

Q And | take it that in your role with
Commonweal t h Edi son you are currently president of

the entity that appears on the |l ower right-hand side
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t hat correct?

A. That is correct.

Q And in your role with Exel on Corporation |
take it that you are executive vice president and
chief of staff of the entity that appears at the top
of the chart which is | abel ed Exel on?

A. That is also correct.

Q So then | take it that Exelon has three
maj or subsidiaries, is that correct?

A. The organi zational chart is correct and
Exel on has the delivery company, the business
service conpany, and the generation business.

Q And Commonweal th Edi son Conmpany is an
operating company that is part of Exelon Energy
Delivery Conpany, is that correct?

A.  VWhich is a holding company, yes, that is
correct.

Q And Exel on Business Services is a service
conpany that provides business services?

A. Ri ght, a shared service organization, that

is correct.
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Commonweal t h Edi son?

A. That is correct.

Q And does the third subsidiary, Exelon
Ventures, include Exel on Generation Conpany?

A That is correct.

Q And does Exelon Generation Conpany
currently sell electricity to Commonweal t h Edi son
pursuant to a power purchase agreenment ?

A.  Yes, it does.

MS. HEDMAN: Your Honor, | move that AG Cross
Exhibit 1 be admtted into evidence.

JUDGE WALLACE: Any objection?

MR. HANZLI K: No obj ecti on.

74

JUDGE WALLACE: AG Cross Exhibit 1 is admtted.

(Whereupon AG Cross
Exhibit 1 was adm tted
into evidence.)

BY MS. HEDMAN:

Q M. Clark, if Exelon's proposed merger with

Public Service Electric and Gas occurs, is your

position with ConmEd expected to change from t hat of
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president to chairman?

A. That is correct.

Q And if Exelon's proposed nmerger with Public
Service Electric and Gas occurs, are you expected to
become executive vice president and chief of staff
of the merged entity?

A. That is correct.

Q And that's to be called Exelon Electric and
Gas?

A.  That is correct.

MS. HEDMAN: | would like to mark another
exhi bi t.

(Wher eupon AG Cross
Exhi bit 2 was marked
for purposes of
identification as of
this date.)

Q So, Mr. Clark, you are now | ooking at the
document that has been marked as AG Cross Exhibit 2.
Does this organizational chart accurately depict
your expected -- oh, my goodness, | have handed out

the wrong exhibit. | beg your pardon, Your
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was mar ked for purposes
of identification as of
this date.)

MS. HEDMAN:  Your Honor, may | show you this
and then the attorney for Comonweal th Edi son and
then the witness? We are having trouble |ocating
t hese.

JUDGE WALLACE: All right.

MR. HANZLI K: May | just ask, will you make
copi es?
MS. HEDMAN: I will when we get a break.

Q So, Mr. Clark, you are now | ooking at a
docunment that is |abeled AG Cross Exhibit 3. Does
t his organi zational chart accurately depict your
expected role at Exelon Electric and Gas?

A. Yes, it does.

MS. HEDMAN:  Your Honor, | move that AG Cross
Exhibit 3 be admtted into evidence.

JUDGE WALLACE: Any objection?

MR. HANZLI K: No objection.

JUDGE WALLACE: AG Cross Exhibit Nunmber 3 is

76
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(Wher eupon AG Cross Exhibit 3 was
admtted into
evi dence.)

BY MS. HEDMAN: Thank you, Your Honor.

Q A moment ago | distributed a docunent that
had been marked as AG Cross Exhibit 2. Does that
organi zational chart accurately depict the planned
corporate structure of Exelon Electric and Gas,

i ncluding the position of Commonweal th Edison in
that structure if the merger occurs?

A It matches nmy | atest recall, yes.

MS. HEDMAN: Your Honor, | move that AG Cross
Exhi bit Number 2 be admtted into evidence as well.

JUDGE WALLACE: Any objection?

MR. HANZLI K: No obj ecti on.
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JUDGE WALLACE: AG Cross Exhibit 2 is admtted.

(Wher eupon AG Cross
Exhibit 2 was adm tted
into evidence.)
JUDGE WALLACE: Ms. Hedman, was the docunment

entitled Commonweal th Edi son Conmpany Notice of
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Hol di ng Company Merger Transaction, was that part of
MS. HEDMAN: | didn't ask that that be
admtted. In case there was a question about the
provi dence of the two organizational charts, |
wanted to distribute that.
Q M. Clark, in connection with your
enpl oyment at Exelon, do you have a conpensation
package that includes Exel on stock options?
A.  Yes, | do.
(Wher eupon AG Cross
Exhi bit 4 was marked
for purposes of
identification as of
this date.)
Q M. Clark, | believe you have a document
t hat has been marked as AG Cross Exhibit 4 in front
of you. Does this exhibit consist of 12 SEC Form 4s
whi ch have been filed with the US Securities and
Exchange Comm ssion on your behalf since the start
of 2005 to report changes in beneficial ownership of

securities, specifically Exelon Corporation?
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A.  Yes, it does.

Q And do all of the transactions reported on
these forms involve securities obtained through your
participation in the Exelon long termincentive plan
or other forms of conpensation from Exel on,
particularly deferred compensati on?

A. Yes.

Q M. Clark, | would Iike you to turn your
attention to the third formfor AG Exhibit 4.

A. | am sorry, |look at the third page or what
are you referring to?

Q The third form that appears. It is the
form that reports transactions that occurred on
August 5 or, pardon me, August 1, the third page of
this exhibit.

A Yes, okay.

Q Does this formreport a transaction in
whi ch you exercised an option for 31,500 Exel on
shares at $29.75 per share on August 1, 2005, and
then sold 31,500 shares at $52 to 53.51 per share on
t hat same day?

A. Pursuant to a predeterm ned plan that was
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put in in advance, maybe a year earlier, the answer
is yes.

Q Thank you. And so subject to check can you
confirm that by exercising that option on August 1
that the total -- the total price for those shares
was $937, 125 and that you sold those shares at the

mar ket on August 1 for $1,657,853, netting you over

$700, 0007

A. | can't do the math in my head. Assum ng
that the math is correct, | amgoing to have to say
yes.

Q Now, let's |look at one nmore form the
transaction shown on the form 4 that is second from
the end in this exhibit.

A.  Second from the end?

Q The formthat is second fromthe end. It
is for transactions dated May 2. And does that form
report a transaction in which you exercised an
option for 31,500 shares at $29.75 per share on May
2, 2005, and then sold that same number of shares at
an average price of $49.50 per share on that sane

day?
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A. Yes.

Q And so again subject to check, can you
confirmthat by exercising that option on May 2 that
the total purchase price for those shares was again
$937, 125 and that you sold those shares into the
mar ket on May 2 for $1,559, 250, netting you over
$600, 0007

A. As | answered before, pursuant to the
prearranged plan, those options were sold on the
date that was chosen six months or a year earlier,
yes.

MS. HEDMAN: Thank you. | won't burden the
record by going through any nore of these
transactions. Your Honor, | move that AG Cross
Exhibit 4 be admtted into evidence.

MR. HANZLI K: No obj ecti on.

JUDGE WALLACE: AG Cross Exhibit 4 is admtted.

(Whereupon AG Cross
Exhibit 4 was adm tted
into evidence.)
MS. HEDMAN:  Your Honor, in light of your

earlier ruling denying our notion in |imne relating
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to statements about the Post-2006 Initiative, |
would like to ask M. Clark a few questions about
his testimony on the Post-2006 Initiative. However,
as a preface to those questions, for the record I
wish to restate and renew our objection to the
adm ssion of that material, and we would like to
stipulate that we are not waiving our objections by
asking these questi ons.

JUDGE WALLACE: All right.

BY MS. HEDMAN:

Q M. Clark, in lines 178 to 179 of page 8 of
your testinmony, you are discussing the Post-2006
Initiative procurement working group and you state
that, quote, Initially the group discussed the
attri butes needed by a post-transition procurement
process, unquote, is that correct?

A. That is correct.

Q M. Clark, did you attend any neetings of
t he procurement working group?

A | did not personally go to the workshops.
| directed the ComEd enpl oyees who participated in

the five workshops. However, there were frequent
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reports back to me and they were acting under ny
direction.

Q Thank you. Turning your attention to ComEd
Exhibit 1.4, the final report of the procurenment
wor ki ng group, could you please turn to the letter
of transmttal for the report at the start of
Exhibit 1.47

A. Yes.

Q Is this the letter from David Vites, a
recorder of the procurement working group,
transmtting the advice of the procurement worKking
group to the I CC?

A Yes, it is.

Q Pl ease go to the second page of M. Vites'
transmttal letter and read aloud the first sentence
at the top of that page.

A. | am sorry, what do you want me to read?

Q The first sentence on the second page of
M. Vites' transmttal letter.

A "Subsequent to the groups' conpletion of
the pro and cons consensus docunents for all

assi gned scenarios it considered, modified and
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Attributes.” Do you want me to continue reading?

Q That's fine. So in fact based on that
sentence, isn't it true that the list of so-called
procurement consensus attri butes was devel oped
subsequent to all of the other lists of pros and
cons contained in the final report of the
procurement working group?

A. It is my understanding that the actual
consensus items occurred at the end of the workshop
process and it was a result of getting all the
st akehol ders around the table to begin to go down
the Iine and agree or disagree to specific issues
that were a part of the workshop discussion.

Q You just used the phrase "all the
st akehol ders.” Do you know how many people were in
attendance at the procurenment working group meeting
when the list of attributes was finalized?

A. | don't. | do not.

Q Do you know how many ComEd and Exel on
enmpl oyees, consultant and attorneys attended the

final procurement working group when that |ist of

84
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attri butes was finalized?

A. | don't know the number of participants at
the final workshop, ComEd or otherwise. | know that
all the stakehol ders had an equal opportunity to be
t here.

Q Would it surprise you if the nunber of
ComeEd and Exel on enpl oyees, consultants and
attorneys in attendance at the final procurement
wor ki ng group meeting at which the |ist of
attri butes was finalized exceeded the total number
of representatives of all the other stakehol der
representatives?

A. No.

Q Now, turning your attention to |lines 155
t hrough 158 on page 7 of your direct testinony.

A | am sorry, repeat that, please

Q That's lines 155 through 158 on page 7 of
your direct testimny, you state that the Comm ssion
sponsored an extensive series of presentations,
sem nars and st akehol der wor kshops to exam ne, anong
other things, the future of electric utility

regulation in Illinois, electric markets in Illinois
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procuring supply to serve custoners

he region, the design of rates and means of

environment, is that correct?

t hat

a program or

A. That is correct.

MS. HEDMAN: Mark that as AG Cross Exhibit

(Wher eupon AG Cross
Exhi bit 5 was marked
for purposes of

identification as of

this date.)

Q M. Clark, you are |ooking at

has been marked as AG Cross Exhi

5

a document

86

in the Post-2006

bit 5. Is this

a presentation on September 21, 2004,

to the Comm ssion sponsored in connection with the

Post -

can't remenber.

2006 Initiative?

A. Yes.

Q Did you attend this event?

A | don't really remenber. I

Q Do you know whet her anyone from Exel on or

ComEd spoke at this event?

cover

A.  Well, John Loropalos (sp) is

so my assunption would be that

listed on the

he spoke.

And
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my assunption is generally speaking if | were in
town | would go to an event where John was speaki ng.
But | don't honestly remember this one.

(Wher eupon AG Cross Exhibit 6 was
mar ked for purposes of
identification as of
this date.)

Q M. Clark, you are |l ooking at a document
t hat has been marked AG Cross Exhibit 6. Is this an
invitation to a Post-2006 Roundt abl e Speakers --

MR. HANZLI K: The docunment is what it is. She
hasn't established that he has any know edge of this
particul ar piece of paper.

JUDGE WALLACE: Well, | think she is going to.
So go ahead.

MS. HEDMAN:

Q Let me just ask you, to identify this
docunment, is this an invitation to a Post-2006
Roundt abl e Speakers Di nner on September 20, 2004, at
a restaurant called 437 Rush?

A. Yes, it appears that it is.

Q Did you receive one of these invitations?



10

11

12

13

14

15

16

17

18

19

20

21

22

A | am sure | did.

Q Did you attend the Post-2006 Roundtabl e
Speakers Dinner?

A I don't know.

Q Do you know whet her any other ComEd or
Exel on enpl oyees, consultants or attorneys attended
this dinner?

A | don't know.

Q Do you know whet her ComEd or Exel on
provi ded any financial support for the Post-2006
Speakers Dinner either directly or through the
I1linois Energy Association?

A | don't know.

Q Do you know whet her ComEd or Exel on
provi ded any financial support for any other
Post-2006 Initiative events?

A.  We are a menber of the Illinois Energy
Associ ation that you just descri bed and we pay dues

into their organization. | f that organization

88

sponsors sonething, there would be indirect support.

But | have no personal know edge of whether we

supported these events.
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Q Didn't ComEd or Exelon provide [unch for
wor kshop partici pants at several of the |ICC
Post-2006 Initiative neetings?

A I don't know.

Q Have there been any instances that you do
know of since February 2004 when the Comm ssion
ki cked of f the Post-2006 Initiative in which ComEd
or Exelon paid for or otherw se provided an |ICC
Conm ssioners' meal?

A. The only -- the only thing I know is that
we are menbers of the Illinois Energy Associ ation
and that's a trade group association. And they may
have done sonet hi ng. | don't know. That would have
been the only way that | would be aware of it, that
we woul d have made a contribution indirectly that
woul d have resulted in some type of reimbursenment or
covering expenses associated with that. Any kind of
event or sem nar would be Post-2006 Initiative; the
trade associati on may have done somet hi ng. I
personally don't know.

Q But you do know that ComEd or Exelon did

not directly pay for or otherwi se provide an | CC
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Conm ssioners' meal?

A. Oh, not to ny know edge, no. | have no
knowl edge of them doing that. But | amgoing to
keep emphasi zing we are a menber of the trade
associ ation and that trade association has
wor kshops, sem nars. They do a |ot of things
associated with this industry. So we pay dues. And
conceivably they sponsored something |ike that.

Personal ly, no.

MR. ROSEN: Your Honor, can | interrupt just
for a second? | am having a little problem hearing
the witness. | know he doesn't have a m crophone,

but he could speak up. The attorneys on this end
m ght have a better --
JUDGE WALLACE: | agree, M. Rosen. Let's take
a seven-m nute break and we will see.
MS. HEDMAN: And, Your Honor, just let me say |
have no further questions for this wtness.
JUDGE WALLACE: Oh, okay.
(Wher eupon the hearing
was in a short recess.)

JUDGE WALLACE: Let's go back on the record. I
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was going to just mention this red |light here, we
have an intranet here at the Comm ssion and we can
broadcast the hearing on our intranet. It is on
basically for our staff who would want to listen in.
So if for some reason something confidential cones
up, let me know so | can turn that switch off.

Di d anyone el se have cross of M. Clark?

MR. GOLDENBERG: | do.

JUDGE WALLACE: Go ahead.

MR. GOLDENBERG: Thank you, Your Honor.

CROSS EXAM NATI ON

BY MR. GOLDENBERG:

Q Allan Gol denberg, A-L-L-A-N
G O-L-D-E-N-B-E-R-G, with the Cook County State'S
Attorney's office. | would like to start out by why
ComEd is here today. Did ComEd file a tariff with
your name on it at the Illinois Comrerce Conmm ssion?

A | don't know which one you are referring to
but if you have ny name on a tariff, the answer is
yes.

Q So you are the Frank Clark that is on the

tariff?
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Q Thank you. Do you know what the status is
of the tariffs?

A. The tariffs that are filed as part of this
case?

Yes.
That is exactly what these hearings are

going to be about.

Q Correct, but they are suspended right now
until we resolve the hearing, is that correct?

A. Yes.

Q Now, | eaving any |egal issues aside for
| ater, did anybody require ConkEd to file these
tariffs or did you choose this course of action on
behal f of the company?

A.  We chose this course of action pursuant to
t he outcome of the process that has been under way
in lllinois for the |last year or year and a half.

Q | am not asking why. You just chose this
course of action, is that correct?

A. That is correct.

Q Com Ed could have requested the |ICC open a

92
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general docket, exam ning various procurement
met hods, had it deemed that to be the proper course
of action, yes or no?

A. That -- | can't answer that with a yes or
no and answer you accurately. May | explain?

Q No. Your counsel can on redirect ask you.
What | am asking you is, could ComEd have opened a
general docket asking the Comm ssion to exam ne a
vari ety of procurement matters?

MR. HANZLIK: | will object to the question to
the extent it calls for a legal conclusion as to
what may be appropriate in the Conm ssion's rules
under the Public Utilities Act.

JUDGE WALLACE: Objection overrul ed.

A. Yes.

Q On page 4 of your direct testimony,
starting at around line 93 and continuing through

page 5, you describe your understanding of the --

A. | am sorry, could you give me those |lines
again?
Q Sure, it is page 4, starting at around |ine

92. You describe your understanding of the major
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features and goals of the restructuring |aw, and on
page 5 at lines 102 through 106 you cite Section
16-101A(d) and you point out that the Act to pronote
t he devel opment of an effectively conpetitive
electricity market that operates efficiently and is
equitable to all custoners. Is that just one part
of the legislative findings of the Act and not the
conpl ete finding?

A.  That is correct.

Q Further, would you agree that there are
ot her findings? For exanple, doesn't the rest of
the section that you partially quoted from
5/ 16- 101A(d) include insuring consunmer protections
are in place?

A. That is correct.

Q On page 5 on lines 106 through 107 of your
direct you also note that the Act permtted
qualified conmpetitive suppliers to enter and conpete
in the Illinois retail market. Do you believe that
the Act -- do you believe that this refers to both
suppliers for residential and small business

custoners?
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Q

Yes.

Are you aware of any conpetitive supplier

currently actually providing service to residenti al

or small commerci a

service territory?

customers anywhere in the ComEd

Keep in

actually providing service.

A

Q Correct.

A.  Then the answer
are none.

Q

recei ved approval

fromthe

mnd | amtal

As opposed to the two that have

Are you aware of when the first

Commi ssion to serve residential and small

custoners?

ki ng

not ?

woul d have been that ther

provider

I11inois Commerce

comrer ci al

A Pl ease restate that.

Q Are you aware of when the first provider
received Illinois Commerce Comm ssion approval to
serve residential and small commercial customers i
the ConmEd service territory?

A | really don't recall the date. It is
relatively recent, but | don't recall the date.

Q To the best of your know edge it was this

e

n

95
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A. If you know what it is, then state it. I
will assume it is correct. | don't know

Q Does one of the other |legislative findings
tal k about all customers will be able to have
sufficient information to make i nformed choices
among suppliers?

A. | believe that's correct.

Q But to the best of your know edge for
residential and small commercial customers that
doesn't exist up until this point in time?

A. Well, no, | don't agree with that. [f 1

m ght expl ain?

Q No. | just ask that the wi tness answer the

question, Your Honor.

A. | do not agree.

Q Clearly, rates are something that are of
concern to consuners. You note on page 5, turning
to lines 109 to 111 of your testimny, that the
restructuring |l aw reduced ComEd's residential base
rate in two steps by 20 percent. You don't seem

very reassuring when you note on page 15 of your
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direct, and that's at lines 339 to 342, that ConEd
does not nean that the cost of electricity that
ComEd and its customers require will go down
conmpared to today. In the face of rising prices
nost supply rates have been frozen for nearly a
decade and residential base rates have been frozen
at a level 20 percent below that in effect in '97.
What do you expect rates to be for residential
custonmers in January 20077

A. | don't know. | expect them to be higher
than they are today.

Q What analysis has the conpany done with
respect to the inmpact of the auction on residential
rates that you remenber aware of ?

A. In terms of an actual quantitative
anal ysis --

Q Of the actual nunber.

A. Of the actual nunber, | am not aware that
we can do that. There are market forces that we
don't really control that will drive the price of

the conmmodity. What we are attenpting to do is put

in an inflation process and that process wil

97
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provide in my judgment an opportunity to pass
t hrough the | owest possible cost for the commodity
as a result of the conpetitive process.

Q But ultimately you have no idea what the
generation conponent that's going to get flowed
through in January 2007 as you sit here today?

A. | can't accurately tell you that because we

haven't had an auction, we haven't established a

mar ket price. Anything | say will be specul ative on
our part.
Q Do you think rates will go down for

residential customers in January 20077

A No, sir, | do not.

Q Is there any limt in your proposal on how
hi gh residential rates can go as a result of the
auction?

A. Repeat that for me, please.

Q Sur e. Is there any limt in your proposal
on how high residential rates can go as a result of
t he auction?

A, Well, there are some |limts, yes. | think

that --



10

11

12

13

14

15

16

17

18

19

20

21

22

99

Q In your proposal, your proposal has got a
cap somewhere? It says when rates get too high, we
are over. |In your proposal. | am not tal king about
the | aw. I am just tal king nunbers.

A.  Are you referring to the proposal with the
procurement problenf

Q Yes, ComEd' s package that they delivered to
t he Comm ssion and proposed for procurement. I's
there any limt on how high the number can go?

A.  That proposal in and of itself does not
provi de an absolute -- it doesn't provide a limt as
we currently don't know what the outcone will be.

Q Can you identify in your proposal what
consumer protections are there if the auction fails
to obtain a reasonable price?

A. Well, | think the greatest consumer
protection is that the Comm ssion can reject the
auction.

Q Turning to the ownership of electric power
generation assets, does ComEd own any power
generation assets currently?

A.  We own no gas, oil or nuclear power plants.
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| amtrying to recall, we may have a small amount of
wi nd power that's on the ConmEd books.

Q In an Exelon press release dated August 5,
2005, it noted when tal king about some of the
successes, and | will quote, "Our success is
attributable to many things, including dramatic
I mprovements in our nuclear and other operations and
ri gorous financial discipline, said Rose. But in a
very real sense our success is conmpetition success.
Over the past five years we have worked tirel essly
to pronote whol esal e conpetition and to i mpl ement
t he mandate of our state policymakers. The evidence
is increasingly clear that our sharehol ders, our
customers, and our enployees are all benefitting as
a consequence, and we believe that our impending
merger with PSEG will continue that success."” Do
you agree with that statement?

A If that's a direct quote from M. Rose, |
woul d agree with it.

Q And who is M. Rose for the record?

A. M. Rose is chairman of the board of Exelon

Cor poration of which ComEd is a wholly-owned
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subsi di ary

Q | tend to agree with my bosses, too, most
of the time. Exelon's nuclear business has been one
of the conpany successes, right?

A. That is correct.

Q More specifically, do you currently have
the third | argest nuclear fleet in the world?

A. | actually don't know if we have the third
| argest in the world. | know we have the |argest in
the United States.

Q Would you agree, if | told you that the
Exel on internet site at sone place indicated August
28, 2005, that you currently have the third | argest
nucl ear fleet in the world, that would be a correct
statement on the website?

A If it is on our website, | would assune
that it is correct.

Q Does it represent approximately 20 percent
of the US nuclear industry's power capacity?

A | don't know that. | know that we are a
significant percentage. Twenty percent sounds

reasonabl e.
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Q Has the nuclear fleet achieved an average

capacity factor of 93.4 percent in 2004 and was this

the fourth year in a row that the capacity factor
was nore than 92 percent? And again this
information is comng fromthe Exel on web page on
August 28, 2005, the power generation section.

A, Well, | am going to assume that you took
that directly fromour website and you are quoting
it correctly and the our website is accurate. That
means that it is accurate.

Q To the best of your know edge the numbers
rel ated are correct?

A. Subject to the mssive |I just stated, yes.

Q How about subject to your checking and if
they are incorrect, get them back?

A | would certainly agree under those
circunmst ances.

Q Do you know what the capacity factor for

t he nucl ear side of the company was in '97 when you

started the transition?
A. My recall is it would have been probably

even the very high 40 percent or the low 50
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percentile. | don't recall exactly.

Q So we are doing a little more than twice as
good now in 2005 as we were when we started the
transition in 1997, is that correct?

A. Yes, that was from conpetition.

Q I am not asking why. I am just asking is
that a correct statement. You are doing a little
more than twi ce as good now?

A.  They have i mproved substantially, yes.

Q And that's nore than twi ce as good, going
from 40 something to 90 sonet hing?

A | amunwilling to say twice as good because
| don't know the nunbers precisely. But certainly I
woul d say substantially.

Q Exelon is required to file various reports
at the Securities and Exchange Comm ssion, is that
correct?

A. That is correct.

Q Some of these reports are AK, 10Gs and a
vari ety of other things to keep all the Securities
and Exchange Comm ssion and the public aware of

what's going on in the company as required by
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various security laws, is that right?

A. That is correct.

Q If you are | osing nmoney based on a
regul atory environment, would this be something that
woul d normally be discl osed?

A. Yes.

Q Have you in any filings since 1997 reported
| osses on the sale of power to ComEd?

A. | think I understood your question. Would
you m nd repeating it for me?

Q Have you in any filing since 1997 with the
Securities and Exchange Comm ssion reported | osses
t hrough the sale of power to ConmEd, and that's
Exel on through its generation subsidiaries to ComEd?

A. | am not certain. I just can't recall how
t he power transaction, which is subject to the
purchase power between Exel on and ComEd, t hat
portion of the |oad that they serve, | cannot tell
you | can recall exactly how that is reported.

Q You noted on page 6 of your direct
testinony at lines 139 and 140, "As the Comm ssion

knows, ComEd di vested of all its generation assets



10

11

12

13

14

15

16

17

18

19

20

21

22

105

during the transition period permtted by the

restructuring law." Did Illinois require ConEd to
di vest of all its generation assets?
A. It was all voluntary.

Q As a result of this divestiture where has
ConEd been obtaining the majority of its power for
its customers fronm?

A. A conbi nation of two principle sources,

M dwest Generation and ExGen and the market.

Q You woul d agree that ConmEd has a
responsibility to obtain power for residential
customers in Illinois, wouldn't you?

A For those customers who have not swi tched,
yes, switched to an alternate supplier.

Q And as you stated previously in your
testinmony, there is no residential customer in the
ConmEd service territory who even has switched?

A I am not aware of any. Il will -- you are
tal king strictly residential?

Q Resi denti al .

A. Not commerci al .

Q Resi denti al .
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A. Al right.

Q All right no one has?

A. | am not aware of any residential custoners
who have switched. The only reason | am not sayi ng
| totally agree is sonme things are done that | just
don't know about.

Q Somebody coul d have put solar panels up and
gone on a grid. | amtalking in general.

A. In general | would agree with you.

Q What actions had ConEd taken at the time it
di vested of the plants to insure residential
customers continue to receive reasonable rates for
its power during the transition?

A. Well, | think a number of things occurred
at that time. One, we had purchase power agreenents
with M dwest Gen. I can't tell you exactly the
| abel on it but it is somewhere around 8 to 10, 000
megawatts, | would think. That's about a little
|l ess than half a | oad. We had purchase power
agreements with our own ExGen, Exelon nuclear, for
about anot her, say, 9,000 megawatts. And we had had

t hrough our power team organization contractual
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agreements with suppliers fromother parts of the
country.

Q So you used your best efforts to insure
that residential customers would receive reasonabl e
rates during the transition period, is that correct?

A Yes, that is correct.

Q And the transition period was originally,
If you are aware, not scheduled to run to 2007, is
that correct?

A. That is correct.

Q Do you remenber when it was supposed to

expire originally, the year?

A.  Yeah, | believe Decenmber 31, 2004.

Q And then that was extended by Illinois |aw?
A. By Illinois |aw.

Q To January of 2007, is that correct?

A. To Decenber 31, 2006.

Q Okay. And as a result of that extension
did you take steps to insure that residential
customers woul d again receive reasonable rates
bet ween that sort of second leg of the transition?

A.  The answer is yes. W continued up through
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the sources that | just identified and others, but
the principle source could not be identified with
t he power agreenments that took us out through the
end of the new transition period which ended up in
2006.

Q I's there anything that you are aware of
t hat prevented you from taking steps to insure
t hrough those agreenments that residential customers
woul d continue to be protected past January 1 of
2007, for example, through the use of an option or
ot her contractual arrangement ?

A. Well, the answer is yes and | can give you
only a partial answer. The real answer is on how
t he mar ket operates. There are other ComEd
wi t nesses who will be testifying |ater today,
including Bill McNeil, Betsy Ml er and others. |
can tell you, and this is strictly a partial answer,
t he purchase power agreements that we have in place
now do all end at the end of 2006.

What ComEd has been attenpting to do is to

meet its obligation to provide reliable electricity

at reasonable cost to our customers is to
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participate in any and every forum where this debate
has been on going for the |ast year and a half,
including the Illinois General Assembly, including
the I'llinois Commerce Comm ssion, and of course we
have done internal work to determ ne the best means
to procure power in the future. | drafted and
signed the letter to the proposal that you have got
before you with regard to the process

Q But ot her than that you have taken no
action in the market to secure anything |Iike an
option to extend a purchase power agreenent?

A. As | indicated, the answer to your question
is | think we have done everything that we coul d
prudently do.

Q My question is, did you seek to obtain an
option to extend the purchase power agreenments at
any point to protect yourself or residential
customers beginning in January 1, 2007? 1s there an
option?

A.  Again, in the testinony of Betsy Mler, you
understand that she will help you.

Q | am not asking why. | ask that the
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witness be directed to answer the question. It is
fairly sinple. Ei t her when they negotiated the
purchase power agreements they sought an option to
extend them under certain ternms or they didn't?

JUDGE WALLACE: Can you answer the question,
M. Clark?

THE W TNESS: | can answer the question if |
can explain my answer.

MR. GOLDENBERG: | would object. Either there
I's an option or there is not an option.

THE W TNESS: Well, we couldn't violate the | aw
so | guess there isn't an option.

MR. GOLDENBERG: | woul d object to they
couldn't violate the | aw and ask that part be
stricken.

JUDGE WALLACE: Overrul ed.

BY MR. GOLDENBERG:

Q On page 11 of your testimony again you are
tal ki ng about the purchase power agreenents and at
one point you said it would be the best means of
achi eving the goals of restructuring and ensuring

st abl e and reasonable rates for Illinois custonmers.
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What analysis did you do to support the concl usion

that in January of 2007 rates would be reasonabl e?

A.  VWhat line are you reading? | was |ooking
where you are reading. | think are you referring to
l'ine 257.

Q Well, | started on 257 and 260. | am
trying to see if I can find the quote. It is 257

t hrough 260.

A.  And can you restate the question for me,
pl ease?

Q When you say it would be the best means of
achieving the goals of restructuring, insuring
stabl e and reasonable rates for Illinois consunmers,
what analysis did you do to support the conclusion
that rates would be reasonabl e beginning in January
1, 2007?

A. | interpret the 1997 Illinois restructuring
law to be a strong advocate of the conpetitive
mar ket pl ace as the best way for procurement of the
supply after the transition period has ended. And
in that regard | focused on the best way that

Commonweal t h Edi son could identify with meeting that
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objective under the Illinois restructuring | aw

Q How about if | get nore specific then.
Woul d a ten percent increase in the cost of
generation be reasonable in your opinion in January
20077

A Well --

Q Yes or no?

A. That does not lend itself to a yes or no

answer but | can explain if given the opportunity.
MR. GOLDENBERG: Judge, | woul d object to an
expl anation at this point. I am just asking him

would a ten percent increase in the cost of
generation be reasonabl e. It is either reasonabl e
or it is not reasonable.

MR. HANZLI K: He already said he can't answer
t he question yes or no.

JUDGE WALLACE: | am sorry, you are requesting
t hat he answer it?

MR. GOLDENBERG: | am asking himyes or no
would a ten percent increase in the cost of
generation be reasonabl e beginning in January of

2007.
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JUDGE WALLACE: And his answer was he coul dn't
answer it yes or no. So let's go on.

BY MR. GOLDENBERG:

Q What percentage increase in your opinion
woul d be reasonable in January of 20077

A. Well, | can give the sanme answer. There
are several carts. On the supply side of the cart
as you understand we are only weaving or we are only
purporting to pass through to our custonmers the cost

of supply. There is no return on equity added on to

that. There are no add ons. It is whatever the
mar ket price will ultimately be, that will be a
strict pass through. So that's why | have

difficulties struggling with your request.
Q Are you saying the sky is the limt then?
No, | am not.
Is 20 percent reasonabl e?
| can't specul ate.
Is 30 percent reasonabl e?
Same answer .

Forty percent reasonabl e?

53 © »2 0 » O »

HANZLI K: Your Honor, | think he has
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answered this question to the best of his ability.

MR. GOLDENBERG: | amtrying to get at what
point the witness thinks it would be unreasonabl e.

Q Are you saying at no point -- no percentage
poi nt woul d be unreasonabl e based on your experience
and expertise?

A. Based on nmy experience and given the
subj ective judgnents, is it reasonable or not that
the price of major compodities has gone up, far nore
gas and auto, the drivers, the cars, the comodity
prices go up. But things that are not controll ed by
any one conpany. So | can't tell you what's
reasonabl e. I can tell you that we will do the best
that we can to participate in a process that will
keep those costs as |l ow as they could possibly be
bef ore they are passed through to our customers.

Q On page 12 of your direct testimny at
lines 288 to 290 you refer to the ComEd auction
proposal as a state of the art conpetitive
procurement approach that will continue the progress
that is made in Illinois to develop an effectively

conmpetitive electricity market?
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A. Yes.

Q Yet isn't this approach relatively new in
the United States in terms of using this particular
type of auction in the electricity generation area?

A. | don't know how you define new

Q Was New Jersey the first market to test
this approach in the United States?

A | honestly don't know, but New Jersey is
one of the places that we | ooked at and ot her
st ates.

MR. GOLDENBERG: Judge, if the witness doesn't
know, that seenms to be the end of the answer.

Q Are you aware of an attenpt to use this
type of auction in Ohio?

A. | am aware of the New Jersey reverse
auction being in the state of New Jersey.

Q Are you aware of themattempting to use a
nmodel based on that in the state of Ohio?

A. | know that they bid into an auction
process. \hether that nodels New Jersey's or not, |
cannot tell you. But there are witnesses who will

foll ow me who have studied this in great detail.
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hat. | amjust asking

generally are you aware of that?

A.

Generally I am aware that Ohio put in place

an auction process.

Q

And are you aware of whether that resulted

in Chio ending up with a price that was ultimately

passed onto Ohio ratepayers?

A

initial

| think there

auction, but |

can also tell you as |

benefits of

t he saf eguards

to reject it.

Q

were m xed reviews on that
am not the auction expert.

stated earlier, one of the

t he auction that was supposedly one of

Is the Comm ssion has the authority

And are you aware that in Ohio that the

regul ated rate was actually | ower and the auction

rate was ultimtely not

t hat?
A.
Q

didn't
A.

Q

used? Are you aware of

I am not an expert on Ohio.

So you are not
use the rates?
Yeah, | think

On page 16 of

aware that they ultimately
Not asking why, but.
| did hear that.

lines 367 to 370 of your
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testi nony you nmentioned an upcom ng ConEd rate case
by noting, "As discussed in nmore detail by other
wi tnesses ConEd will shortly file a general rate
case that will, among other things, propose retail
service rates that incorporate the market val ues and
supply costs realized through the auction process."”
When will ComEd be filing that rate case that you
are referring to in your testimny?

A.  This week.

Q What rates will be subject to that case?

A Our distribution, our distribution and
service tariffs and ultimtely pass through for the
cost of supply.

Q  \What percentage of an increase in rates
will you be proposing in the rate case?

A. There will be a single digit and if you
want to come back and ask later, if | have that
number available, I will give it to you. Because
know it is a single digit across the board for
residential customers.

MR. GOLDENBERG: | would just ask at some point

when the witness is able to verify the nunber that
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he put it in the record sonme time today.

JUDGE WALLACE: When will you know, M. Clark?

THE W TNESS: I will check with fol ks when |
get off the stand and see if | can get a nunber to
you.

JUDGE WALLACE: Thank you.

BY MR. GOLDENBERG:

Q I n your opinion what inmpact will the rate
case have on the auction proposal ?

A | am not sure | understand the answer to
your questi on.

Q | am just asking in your opinion what
i mpact this rate case that you are doing nmay or nmay
not have, if any, on this auction proposal?

A Well, we will attenpt when we file our rate
case to denonstrate the revenue requirement based on
continuing to provide a high quality of delivery
service and maintain our infrastructure in northern
I[llinois. Those distribution costs are separate and
apart fromthe office pass through costs that will
come fromsupply. So the rate case in and of itself

in my judgment has no real inpact on the outcome of
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the auction, if that's what you are asking. In
ot her words, the numbers resulting fromthe auction
will be market price numbers which are intended to
be passed through our customers with no additional
add ons.

Q Again, | know other people in your case are
here to sort of manage the technical details, and
given ny limted know edge of econom cs | can
clearly be synpathetic here to a |ot of them you
know, m nute details. But woul dn't you agree that
it is inportant for a bidder in a generation auction
to ultimately know the sort of net effect on, you
know, the end bill for purposes of trying to figure
out mgration and who is going to | ead based on the
overall bill, so that would be imortant to know t he
different conponents before you went into a
generation auction?

A. No .

Q You don't think it is relevant?

A | don't think it is relevant to --

MR. GOLDENBERG: Thank you. | have no further

gquestions.
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Cl ark?
MR. Gl ORDANO: | do, Your Honor.
JUDGE WALLACE: M. Gi ordano.
MR. Gl ORDANO: Thank you, Your Honor .
CROSS EXAM NATI ON
BY MR. Gl ORDANO:
Q Good morning, M. Clark.

A. Good morning, M. G ordano.

120

Q I would like to refer you to page 5, lines

9 to 12, of your direct. And you state there, don't

you, that the first purpose of your testinony is to

review the key policies reflected in the Illinois
Public Utilities Act and El ectric Customer Choice
and Rate Relief Law that bear on how ComEd shoul d
procure power and energy after the end of the
restructuring |law s mandatory transition period,
correct?

A. Yes, that is correct.

Q And I would also Iike to refer you to page

5 Ilines 117 to 119, and it is your testimony there,

isn't it, that the restructuring |aw on the whole
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has worked very well in Illinois? 1In fact, you
testify that it has saved customers noney, inproved
reliability, and promoted the devel opnent of
efficient markets, correct?

A.  Yes, that is correct.

Q Now, has the restructuring |aw al so worked
well for Commonweal th Edi son Corp. during the
transition period?

A. Yes, both, you know, ComEd and customers
have benefitted in my judgnment.

Q But ComEd has benefitted, correct?

A. Yes.

Q And has Exelon -- has the restructuring | aw
wor ked well for Exelon Corp. during the transition
peri od?

A. Yes.

Q And has ConEd achi eved reasonable profits
during each year of the transition period?

A Yes.

MR. GI ORDANO: | would |ike to mark BOMA Cross
Exhibit 1. | give four to the court

reporter?
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JUDGE WALLACE: No, she just

wants one.

(Wher eupon BOMA Cross
Exhi bit 1 was marked
for purposes of
identification as of
this date.)

BY MR. Gl ORDANO:

Q Now, this is -- BOVA Cross Exhibit 1 is
entitled Report Pursuant to Section 4(a)2 of the
agreenment regarding various matters involving or
affecting rates for Commonweal th Edi son Company

dated April 29, 2005, isn't that correct?

A Yes, it is.

Q Are you famliar with this document?

A | have seen it, yes

Q | would like you -- | would like to refer
you -- well, first, I would like to ask, isn't it

true that this report is a report of ConEd's state
jurisdictional revenue requirement for the cal endar
year 2004 with appropriate pro forma adjustments?

A. It appears to be so.
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exhi bit, that's Schedul e A5, page 2 of 2.

A. Yes.

Q And this is the jurisdictional allocation
summary for operating statement items for the year

2004 in thousands for Comobnweal th Edi son Conmpany,

correct?

A. Yes.

Q Now, | would like to refer you to line 3,
Colum -- line 3, Colum E.

A Li ne 3.

Q Colum E which is entitled, it is total
operating revenues. And isn't it true that this
schedul e shows on line 3, Colum E, that operating

revenues for Comonweal th Edi son Conmpany in test

year 2004 were 3,569,000 -- | am sorry,
$3,573, 000 --
A.  About three and a half billion?
Q. Yes.

A Yes, sir.
JUDGE WALLACE: Just for the record, what?

Three and a hal f?
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Q Billion, correct. Now, doesn't non-DST

mean non-delivery service tariffs segment, correct?

A. That appears to be correct but I want to be
very clear here. Yes, | have seen this. I can
answer to the general statements, but | amnot the

financial w tness.

Q I think that knowi ng you that you are
conpetent to answer the questions |I am going to ask
you.

A. Thank you, Pat.

Q Now, to refer you to line 15, Colum E, and
isn't it true that this line shows that non- DST
operating expenses were approximtely $2.6 billion?

A.  Yes, it does.

Q So isn't it true that for the cal endar test
year 2004 ComEd's non-DST operating revenues
exceeded ConEd's non-DST operating expenses by
approxi mately $950 mllion?

A. That math seems to work. So | will say
conditionally, yes.

MR. ROSEN: Excuse nme, did you say mllion or

billion?



10

11

12

13

14

15

16

17

18

19

20

21

22

125

Q This is 950 mllion, alnost a billion.

Now, doesn't this mean that ConmEd's revenues from
its customers for supply of power were much higher
than its payments for purchase of power to supply
its customers in calendar test year 2004?

A. Repeat that for me, M. G ordano.

Q Now, doesn't this nmean that ConEd's
revenues fromits customers for supply of power were
much hi gher than its payments for purchase of power
to supply those custoners in test year 20047

MR. HANZLI K: Can you just indicate what the
word "test year" means when you use it in connection
with --

Q It is what's used in this docunent. It is
referred to as state jurisdictional revenue
requi rement for the cal endar 2004 test year?

MR. HANZLI K: Thank you.

A. And you have to ask your question again.

Q Doesn't this show that ComEd's revenues
fromits customers for supplying them power -- and
this is the supply of power, not delivery -- were

much hi gher than its payments to purchase that
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supply in 20047

A. | amreally not sure of everything that's
in that number. The math, the straight math seens
to be pretty clear. But I don't know that that
| eads to the statement you are just making. | just
don't know the answer to that.

Q Well, it is true, is it not, that the
non-DST segnent refers to the supply of electricity,
correct?

A. | believe that is correct.

Q And it is also true that the operating
revenues for that supply of electricity were about
3.5 billion and the operating expenses for that
supply of electricity were about 2.6 billion, isn't
t hat correct?

A M. G ordano, | really will stipulate that
the mat h worKks. But | am not certain of the
I nterpretation.

Q But that means that -- but what it does
mean, wi thout a doubt, is that for supply, your
operating revenues exceeded your operating expenses

by more than $900 mllion in 2004, correct?
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MR. HANZLI K:  Your Honor, this question has
been asked and answered. The witness has stated
that he can't agree with the interpretation. He
agrees with the math but not necessarily the
i nterpretation.

MR. Gl ORDANOC: | disagree. This specific
question was not asked in that |evel of specificity
as | just asked it. | am not asking himto draw a
concl usi on. I am asking himto opine whether or not
the supply charges, supply revenues, were nore than
$900 million dollars more than --

JUDGE WALLACE: It is sustained. | think he
said the math works. So let's go on.

BY MR. Gl ORDANO:

Q Now, isn't it true that in 2004 ComEd
purchased its electricity supply needed fromits
customers from Exel on Generation at the anmount
mar ket val ue of energy applicable Period A charges
that were also used to establish the power purchase
option market index charges to customers?

A. You are going into a degree of detail by

goi ng down here line by line that I cannot answer.



10

11

12

13

14

15

16

17

18

19

20

21

22

128

If you ask me - -

Q Oh, well, let's stop. You are famliar
with the -- break it down. Well, | know you are
fam |l iar because you have testified about it on page
6, lines 142 to 143, about the contract wi th Exelon
Generation to provide supply to ComEd, correct?

A. Yes, | did.

Q Now, you know that the price in that
contract is designated as the market val ue of energy
applicable Period A charges in the relevant year.

Do you know that?

A | believe that is correct.

Q Okay. And those charges are also the ones
that are used to establish the power purchase option
mar ket i ndex applicable Period A charges to
custonmers, correct?

A. Pat, | really would suggest that this type
of detail, line by Iine how these formulas work, |
am not the best witness to testify to that. I
beli eve we have wi tnesses com ng up, maybe Bil
McNeil, that can give you very precise answers.

Q Well, I can ask them that but you don't
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know t he answer to my |ast question then, is that
correct?

A. No .

Q Has Exel on Corp. achi eved reasonabl e
profits during each year of the transition period?

A. Yes.

Q And isn't it true that those profits, that
has been increased from $600 mllion in 2000 to 1.9
billion in 20047

A. Where are you getting that number from?

Q | asked the question.

A, Well, then I can't give you a yes or a no.
If it comes from our annual report or any of the
various things that Exel on has been involved in with
the financial statement, then the answer is yes. I
just don't know where you are getting that answer
from But it sounds a bit high.

Q Well, if you don't agree with those
numbers, can you provide the correct nunmbers for the
record?

A. Yes, | can, yes.

Q Thank you. So you would agree then that
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the transition period has worked well for

ComEd and Exel on, correct?

A.

Q

well, isn't

Yes, | do, M. G ordano.

Now, after

this period that
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custoners,

has wor ked

it true that ConmEd is proposing the

elimnation of its current

Ri der 25 for

custonmers,

the elimnation

non-resi denti al

bundl ed r at es,

of

its power

space heating

option market index, the elimnation of r

Interim supply service

i ncl udi ng

pur chase

der

the elimnation of all of

your special rates, and instead to provide to

consunmers that want to purchase bundl ed supply and

delivery from Comonweal th Edi son only one option

and t hat

from ConmEd at

auction?

A

Q

| aw does not

described in the prior

Is the option of purchasing electricity

That is correct.

Now, isn't it true that

are correct, at the end of

A.

think the answer

guesti on,

the restr

require these changes that |

rates determ ned by ConmEd's proposed

ucturing

j ust

and you agree they

the transition period?

is

it

does not

require



10

11

12

13

14

15

16

17

18

19

20

21

22

131
these changes. Can | conplete my answer?

Q No, that's okay. You can be asked on
redirect. | would like to refer you to page 12,
l'ines 277 to 279, where you testify that ComEd
concluded that an auction process like the Illinois
auction proposal best harnessed market forces to
reduce its overall procurement costs, correct?

A. That is correct.

Q And then I would also like to refer you to
page 15, lines 339 to 40, where you testify that
this does not mean that the cost of electricity that
ComEd acquires -- let me. | better |ook at the --
that the cost of electricity that ComEd and its
custonmers require will do down compared to today,
correct?

A. That is correct.

Q That's your testimny. Now, did ConEd's
charges to consumers for bundled supply and delivery
need to be increased to maintain reasonable profits
for ComEd?

A. Not for reasonable profits for ComEd, to

all ow ComEd to continue maki ng the necessary
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I mprovenments in the infrastructure to continue
providing reliable service. And on that investment
we do expect to earn a reasonable return.

Q Sir, | asked you about charges to consumers
for bundl ed supply and delivery, not delivery. Do
the charges to consunmers for bundled supply and
delivery need to be increased to maintain reasonable
profits for ComEd?

MR. HANZLI K: Then | object to the question
because bundl ed i ncludes delivery, and the witness
is trying to answer that question.

MR. GI ORDANO:  Your Honor, | think the question
is clear. The delivery service tariffs are the
tariffs that are going to be filed this week, |ater
this week. | amreferring to the tariffs that
i nclude supply and delivery.

JUDGE WALLACE: Do you understand t hat
question, M. Clark?

THE W TNESS: Well, | understand the question.
| thought | answered it. Ask it again.

BY MR. Gl ORDANO:

Q Okay. Do ComEd's charges to consumers for
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bundl ed supply and delivery need to be increased to
mai ntai n reasonabl e profits for ComEd?

A.  And the answer to that is no because on the
supply side there is no return. On the delivery

side obviously we expect to get a return on our

I nvest ment .
Q Okay. Well, let me ask it this way. |If
bundl ed rates will remain frozen beyond the end of

the transition period, do you believe that ComEd
woul d continue to have reasonable profits?

A. If bundled -- if rates were continuing to
remain frozen --

JUDGE WALLACE: M. Clark, you are going to
have to speak up. | think your m c gave out.

A. Okay. If | understand your question --
and | am repeating it just to make sure | understand
it. | f bundled rates are going to remain frozen
beyond the end of the transition period, ComEd s
financial position would be severely harmed, |
think, relatively quickly.

Q And why is that?

A Well, we won't be able to continue spending
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noney if we are paying nore -- spending nmoney to
i mprove our infrastructure and to continue providing
the best service we can to our customers if we are
in a position. California is one of the states that
comes to mnd where we have got prices in the
mar ket pl ace, whatever they are, say if it was a
doll ar and we are only able to get 50 cents from our

customers so we are paying the dollar but recovering

50 cents. It is just a question of when the money
runs out. So, yes, ConEd's position would be
har med.

Q But those are investments on the delivery
service side, correct?

A. That is correct.

Q So you don't know and have done no study as
you sit there whether or not if bundled rates were
frozen what impact that would have on the profits of
ConEd?

A Well, | do know. | mean, | just answered
that. 1t would have i medi ate financial harmto
Comed. ConmEd is the entity that will have whatever

revenues that are comng in. And if those revenues
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are inadequate to cover the cost of the supply, that

will have a severe and very quick financial harmto
ComEd. It will affect our credit ratings al nost
I mmedi ately, | would expect. And clearly you cannot

pay out nore than you are bringing in very |ong.

Q And the key to your point there is whether
or not the amount you are paying is |less than your
cost of supply, correct? |If the amount you are
paying is the same as the cost of supply, there is
no problem Or nore than or |ess than the cost of
supply there is no problem, correct?

A No, that is not correct. The amount that
we expect to pay will be the market cost for the
supply. And if we are capped at a recovery rate
| ower than that, it will have severe i medi ate
financial harmto ComEd and ComEd's customers and
i mpair our ability to continue providing long term
the standard of reliability that | think our
customers woul d expect fromus in Illinois.

Q If you are paying |less than the cost of
supply, correct, that would be a problem correct?

A. M. Gi ordano, if we are paying less -- |
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don't know if the market price is going to clear it.
But whatever it is, if our recovery is less than
that, all the things that | just identified would
occur .

Q I don't think | asked the question
properly. I f you are charging the customers | ess
t han your cost of supply, that would be a problem
correct?

A. If we are charging custonmers | ess than our
cost, if we are charging customers |less than it
costs us to go into the marketplace to secure that
power, all the dire consequences that | identified
and some | haven't woul d occur.

Q Now, you are president of ComEd, correct?

A. Yes.

Q And you are also executive vice president
and chief of staff of Exelon, correct?

A. Yes.

Q Now, isn't it true that in your capacity
with Exelon that you have the responsibility for
desi gning and i mpl ementing policies that are

designed to maxi m ze returns to Exel on sharehol ders
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to the greatest extent possible?

A. | am speaking directly for Exelon
corporation and | have a fiduciary responsibility to
t he sharehol ders of Exelon, yes.

Q So the answer to that question is yes?

A. It is my answer.

Q Okay. And you testified that from Exelon's
standpoint, | amreferring to page 17, lines 398 to
399, where you are asked how the Illinois auction
proposal benefits ComEd and Exel on and you contend
there that the proposal benefits both Exel on and
ConmEd, correct?

A. That is correct.

Q You testified that from an Exel on
standpoint the auction offers Exel on Generation an
opportunity to conpete fairly to supply ComEd in
accordance with FERC requirenments, correct?

A. That is correct.

Q Isn't it true that to the extent the
auction increases prices for supply paid by ComEd to
ExGen, that this will benefit Exelon Corp.?

A.  That is not true. May | explain?
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Q Yeah, sure, explain if you can.

A. The auction is a process. That's all it
is. It is a process. The auction itself is not the
determ ning factor in setting the market price. It
is willing suppliers and willing buyers. And the
mar ket pl ace, the greater marketplace, will determ ne
where those prices clear to where a willing buyer
| i ke ComEd will be able to secure all the load it
needs at a price they are willing, the sellers, are
willing to provide that energy. So it is not the

auction. The auction is a process

The reverse auction that we are discussing
here is a nethod that we believe is the best method.
| believe it is the best method. It is a method
that is transparent. It is a method that | believe
meets all the criteria that was established on
consensus during the workshop process. | believe

that it best complies with the intent as I

understand it of the Illinois restructuring |aw, but
it doesn't set the price itself. It reflects the
price.

Q But aren't you breaching your duties to
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Exelon if you are designing an auction for ConEd

that gets the | owest price possible?

A Repeat that again. | think |I understand it
but I want to make sure before | answer it.
Q | said aren't you breaching your duty to

Exel on shareholders if you design an auction for
ComEd that gets the | owest price possible?

A. No .

Q You al so taunt the fact that ConmEd will not
mark up the price of electricity when it passes
t hrough charges to customers?

A. Yes.

Q But isn't it true that Exelon gets nore
money from hi gher auction prices regardless of
whet her ComEd marks up the price of electricity when
It passes through charges to consumers?

A. Exel on Generation?

Q Yes, sir.

A. It is like any other generator. And when
the mar ket prices nove up, they make more noney.
When it moves down, they make a | ot |ess

Q Are you famliar with the descending cl ock
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uni form price auction proposal being made by ComEd
in this proceedi ng?

A. Yes.

Q Do you believe that the Comm ssion needs to
make an i ndependent determ nation of whether the
descendi ng clock uniformprice approach will result
in the | owest price possible?

A.  Yes, | do.

Q And i f the Conm ssion determ nes that Dr
Laffer's proposed descending clock pay as bid
approach would result in a |ower price, would ComEd
I mpl ement this approach?

A. | really am only very, very sparsely
famliar with Dr. Laffer's testinony. | read it in
executive summary. At |east two other ComEd
wi t nesses have gone over it in great detail,

M. Gi ordano, and can respond nmore thoroughly to
t hat questi on.

Q But | am asking you if the Conm ssion made
the determ nation that Dr. Laffer's approach would
result in a | ower auction price, would ConEd

I mpl ement t hat approach?



10

11

12

13

14

15

16

17

18

19

20

21

22

141

A ComEd will inmplement any process that the
I'1'linois Commerce Comm ssion determ nes to be the
appropriate process to procure power.

Q So the answer is yes to my question,
correct?

A. The answer is yes.

Q But you are the one that is sponsoring
ComEd Exhibit 1.2, correct, the staff report to the
Comm ssi on?

A. Yes.

Q And | would like to refer you to the
procurement working group, the fanmous 18 desirable
characteristics on page 6 to 7 of Exhibit 1.2.
Isn'"t it true that Dr. Laffer's proposal is also a
vertical tranche auction that also nmeets the 18
attri butes described on pages 6 to 7 of the
Comm ssion's staff report?

A Well, it is obvious the opinion of the
ComEd expert witness is that it does not meet the 18
criteria as well as the Illinois auction proposa
that we are proposing.

Q The key word there being as well. But it
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does neet the 18 attri butes. It is the ConmEd
witness' opinion it doesn't meet them as well but it
does neet the 18 attributes and it is for the
Comm ssion to decide whether it neets them as well,
isn't that correct?

A. It is for the Comm ssion to decide period.
| certainly agree with that. The rest of your
gquestion | disagree.

Q \What do you disagree with?

A | only agree that it is for the Conm ssion
to decide. Everything else you said, | disagree
wi t h.

Q You don't agree that it will be the
Comm ssion's decision whether it better meets his
approach -- better meets these 18 goals of the
procurement group?

A. | agree that, M. G ordano, you conpletely
agree it is the Comm ssion's decision.

Q Okay, thank you. Now, let me refer you
again to this report. Page 8 of the report, the
|l ast two lines, doesn't it state that the whol esale

mar ket pl ace from which ComEd and Ameren will be
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buying their electricity is heavily concentrated by
a few | arge generation conpani es?

A. That is correct.

Q And what | arge generation conpani es are
they referring to in the ComkEd service territory?

A. | believe they are referring to M dwest Gen
and Exel on Generati on.

Q And then on page 9 at the second -- it is
the third full sentence, don't they state that where
concentration |evels are high, particularly where
one or two firms control a significant portion of
production capacity, firms have the ability to

exerci se market power?

A | didn't find the lines but if you are
reading directly fromthis, | agree it is stated.
Q All right. And now let me refer you -- and

I am going to ask you a question about this
statement so | need you to find it. It is on the
top of page 11 of the report. It is the third ful
sentence where it says, "Second, while the vertical
tranche auction may be the best option given the

current state of the whol esale market, and whil e



144
litigated rate cases for power and energy tariffs
and delivery service tariffs will determ ne the
actual prices customers pay in rates, the costs of
power and energy devel oped in the auction will be
the key determ nant of those rates. That auction
price may reflect the higher costs of the |ess
efficient generators bidding into the market.
Consequently, if auction prices settle at these
hi gher |1 evels, the current unregul ated owners of the
utilities' | ower cost |egacy generation assets can
expect to realize profits that are greater than

woul d be achieved under the pre-transition period

structure.” Who are the current unregul ated owners
of the utilities' |ower cost generation assets?
A. | accept the quote, M. G ordano. | can't

give you a precise interpretation of what is meant

by it, but the nuclear power plants owned by Exel on

Generation and, | don't know, perhaps the fossil

pl ants owned by M dwest Gen, may be the reference

point here. | shouldn't specul ate. | don't know.
Q And you know, don't you, that ComEd's

proposal would result in a uniformprice in the
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descendi ng cl ock auction so that all generators, all
bi dders, would end up being the sanme, paying the
same price, isn't that correct?

A | believe it is.

Q So if Exelon bid in the auction with | ower
costs | egacy generation assets, this would be the
same, they would be paid the same price that a
bi dder that had a |ess efficient generator would be
paid, isn't that correct?

A. | have to think about that. Can | respond
in a way -- because | aminterpreting your question.
The | ow cost, to the sense you are talking about
| ower cost, nuclear power plants pay |oad units
whi ch under the auction can only have one advantage,
one benefit, and that is to | ower costs. This would
be a big benefit to consumers.

Q But will they get that, the consuners, get
that benefit if they are paid the sane, if those
bi dders of the nuclear generation are paid the sanme
amount at a uniform price auction as |ess efficient
gener ators?

A. You may be asking something that | am not
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tracking as well. But |I will give you the same
answer | gave you before. The bottomline will be
what will result if the |Iower cost is being passed

to consunmers. The fact that you have | ow cost base,
hi gher priced nucl ear power plants bidded into this
auction process has to have an overall effect of
overall pushing the cost down. And that gets passed
to consumers.

Q But under the descending clock auction, we
will never get to the point, will we, where Exelon
can bid a very low price for that nuclear
generation?

A. | di sagree.

MR. HANZLI K: The other thing is |I would ask
M. G ordano to direct some of these questions to
some of the other witnesses, |like M. MNeil who
will be com ng here. M. Clark has said that he
doesn't have intimate famliarity with these kinds
of details. I mean, he referred to other wi tnesses.

MR. Gl ORDANO: We will ask more questions for
the other witnesses.

MR. HANZLI K:  Thank you.
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MR. Gl ORDANO: We don't have a lot left for
M. Clark. He is giving candid answers, as | would
have expected, and that's why | would like to ask
questions of M. Clark.

(Laughter.)

MR. HANZLIK: You will get candid answers from
all of our witness also, M. G ordano.

BY MR. Gl ORDANO:

Q M. Clark, BOMA witnesses Childress and
Brookover have estimated rate increases for a sanple
of non-residential space heating customers based on
a reasonabl e range of auction prices from 4.5 cents
per kilowatt hour to 6 cents per Kkilowatt hour. And
based on the 4.5 percent price, |ow auction price
the rate increase for those custoners would be 17
percent. And at the high auction price of 6 cents,
the rate increase would be 46 percent. Now,
assum ng that those rate increase projections are
correct, do you have any problem with those rate
I ncreases?

A. You made a conmment or maybe it wasn't a

guestion. But | think it got into the record so |



10

11

12

13

14

15

16

17

18

19

20

21

22

148
feel compelled to respond to that question regarding
t he candor of ComEd witnesses which is, all ConEd
wi t nesses that sponsored testimony will be straight
forward and candid of any questions asked them

Q | appreciate that, M. Clark. | certainly
didn't -- all | said was that remains to be seen.
They are not here yet.

A. | certainly didn't mean --

JUDGE WALLACE: All right. Let's keep this
rolling, please.

A. | can't track the math. | was trying to.
| can't track the math. If M. Hanzlik has captured
that, | am very happy to come back or have one of
the witnesses, probably Bill MNeil, answer that
exact cal cul ati on. | can't track the math.

Q But | am not asking you that. I am aski ng
you -- let me ask it even nmore basically. Do you
have any problem with rate increases to
non-resi dential space heating customers in the range
of 17 percent or 46 percent, assum ng that that's
correct?

A My answer is our cost to serve ought to be
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accurately reflected for our various customers and
that cost to serve is either the pass through for
the commodity or the cost to serve a customer on the
wire side of the business. And, no, | would have no
i ssue if the correct costs to serve were reflected
in tariffs being charged.

Q Regar dl ess of how high the rate increase
I's, you have no issue, is that your testinony?

A. My testimony is that our rates to our
custonmers all reflect the costs to provide the
service to that customer in order to be able to
provide the type of reliability customers expect.

Q And would you agree the cost of services
ratemaking is an art, not a science?

A, We filed extensive testimny, M. Giordano,
t hat gets scrutinized by any intervenor in the case
and a ergo the testinony is very, very quantitative,
not just qualitative.

Q So your testimony is that no matter what
the increase is, rate shocks should not be taken
into account in this proceeding, even though it has

been taken into account before by the Comm ssion?
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A No, that is not my testimony.

Q So you think it should be taken into
account, rate shock?

A. I think that cost of service should al ways
be taken into consideration. And | think that as
this is a hundred percent within the discretion of
the Comm ssion, if they feel there is an issue
around, using your term rate shock, to | ook at
mtigating that. That is something the Conm ssion
certainly can consi der.

Q Are you aware that in New Jersey they
didn't charge the auction rates in the first year of
the auction and they kept rates frozen?

A | think that -- | don't recall that.

Q So you don't know?

A | just don't recall it.
MR. Gl ORDANO: Again, | just have a few nore.
| am conmpl eted. Thank you, M. Clark. | would just

like to nove for the adm ssi on of BOMA Cross Exhibit
1.
JUDGE WALLACE: Any objection?

MR. HANZLI K: No objection.
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adm tted.
(Wher eupon BOMA Cross
Exhibit 1 was adm tted

into evidence.)
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JUDGE WALLACE: Ms. Hedman, did you nmove 5 and

6?
MS. HEDMAN: | did not.
JUDGE WALLACE: Anyone el se have questions of
M. Clark? M. Rosen.
CROSS EXAM NATI ON

BY MR. ROSEN:

Q M. Clark, my name is Larry Rosen and | am

with the Citizens Utility Board and | have sone
gquestions to ask you. | ask my questions in a
slightly different way and | don't mean to be
repetitive, but if | do, | apologize. Now, as |
understand it, you work for Commonweal th Edi son as
the president, isn't that correct?

A. That is correct.

Q And Conmmonweal t h Edi son's customers are

peopl e who acquire electricity from your conpany,
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A. That is also correct.

Q And that includes the 3.7 mllion
residential customers of Chicago, does that sound
ri ght?

A That count, | think it is a little |ower
than that.

Q That sounds approximately right?

A. Yeah.

152

Q And when you wear the hat of the president

of Commonweal th Edi son your clients are essentially

the customers of Commonweal th Edi son or including
among others, the residents of Chicago, isn't that
correct?

A. Yes.

Q But at some point you also sit on Exel on
Corporation and you are the vice president, isn't
that correct?

A. Let the record reflect executive vice
presi dent.

Q You certainly can correct me when

m sstate your qualifications here. And as the
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executive vice president of Exelon Corporation you
wear a different hat at that point in time, don't
you?

A. Yes.

Q And at that time your responsibility, anong
others, is to the sharehol ders of Exelon
Corporation, isn't that correct?

A. Yes.

Q And part of those responsibilities is to
I nsure the greatest rate of return on those
sharehol ders' investments with Exel on Corporation.
You want to make sure that your sharehol ders get the
best investnment they can in Exel on Corporation,
isn't that right?

A.  As a senior executive of Exelon, | have a
fiduciary responsibility obviously to protect the
i nvest ment of sharehol ders.

Q Now, there are other people who are going
to testify here today who work for Comonweal th
Edi son?

A. That is correct.

Q And that is Ms. Moler?
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She i s an Exel on enpl oyee.

Sol ely an Exel on enpl oyee?

> O >

That is correct.

Q So her sole responsibility is to the
sharehol ders of Exelon, isn't that correct?

A. First, all of the -- Exelon is a |arge
unbrella organi zati on under which you have the
various parts that were identified on one of the
organi zational charts.

Q But Ms. Mol er solely works for Exelon
Cor poration?

A She is a senior executive in the Exelon
Cor poration.

Q She doesn't work for Commonweal th Edi son?

A. No.

Q So when she is here to testify today, she
really is only here to testify with respect to
Exel on?

A. She is here to testify about how the
organi zati on works. She is here to testify how we
have integrated into that organization. She is here

to testify, as Bill will, about how markets work.
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Q But is she head of marketing?

A. She i s an Exel on enpl oyee.

Q And I hope |I don't m spronounce it because
the first time | said Juracek but it is Juracek?

A.  Juracek.

Q Who does she work for?

AL Arlene is -- Arlene is an Exelon enpl oyee
and she, | don't recall, | believe Arlene -- when
she comes here, you should ask her directly because
| may be m xing it up. But | believe that she is an
Exel on enmpl oyee.

Q And there is a M. Rowe, is there not?

Yes.
And who does he work for?

What ever is stated in his testimony.

o > O >

So he works for Exelon Corporation, does he
not, as chairman of the board?

A Oh, are you tal king about John W Rowe?

Q Oh, there are --

A.  John W Rowe is chairman of the board of
Exel on Cor poration.

Q Okay. And he also sits on a Commonweal th
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Edi son board, isn't that correct?

A. Yes.

Q And he also sits on the board of Exel on
Gener ati on?

A. Yes.

Q So he is wearing all three hats here, is he
not ?

A He is the chairman of the board of the
reorgani zati on.

Q And as far as you know, M. Rowe supports
t he auction proposal that is part of this hearing,
Isn't that correct?

A. Yes.

Q Now, during your testinony there was some
reference to the Post-2006 Initiative and |I stand on
the objection that that should not be part of this
proceedi ng but | have a few questions to ask about
that. Now, was Commonweal th Edi son's position in
t he Post-2006 Initiative that an auction process be
used to procure electricity at the end of 2006,
isn't that correct?

A. Yes.
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Q And it is also Exelon Generation's position
that this auction process be used as well ?

MR. HANZLI K: Could we have read back his | ast
question?

JUDGE WALLACE: No. What do we need it for?
Let's go on. I f you want a question read back, you
are going to have to ask me and I don't |ike
guestions read back because it slows things down.

MR. ROSEN: You want me to re-ask this
question?

MR. HANZLIK: | just didn't understand your
| ast question. Wuld you ask your |ast question?

MR. ROSEN: Well, | don't want to do that
because | got the answer that | want. But | wil
tell you out there when we take a break.

Q Okay. The Post-2006 Initiative, it started
when, if you know? \When did that process start?
Sometime in 2005, at the end of 20047

A.  Well, the auction workshops | believe
started in sometime in 2004 but | think that the
i dea of the Post-2006 Initiatives, plural, probably

go back several years even before 2004.
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Q Who hired Ms. LaCasse? Was that Exel on or
Commonweal t h Edi son?
A. Commonweal t h Edi son.
Q When was she hired? Do you know?
A. No.
Q | don't really require it. \Who hired

M. Hogan. He is going to be one of the wi tnesses

her e?
A. ConEd.
Q Who hired hinf
A. ConEd.
Q | am sorry. And M. Hieronynmus?
A.  All the witnesses are ComEd witnesses.

Q Were they hired before the Post-2006
comm ttees met, to your know edge?

A Before the post -- are you referring to the
wor kshop process?

Q That is correct.

A. That's another thing to check. | can't
recall the answer. | would be happy to get it for
you.

Q Was Commonweal th thinking of using an
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auction process prior to 20057
A. Prior to 2005?
Yes.
Oh, yes.

And why is that?

> O > O

Well, in 2003 or 4, I"'msorry | don't
remember the exact dates, sometime in 2003, |
believe, we had | ooked at anot her option which would
have continued to involve using an affiliate
contract with ExGen, among others. The Gener al
Assenbly did not accept that and indicated that we
needed to go back to the drawi ng board and consi der
some ot her options and many conpetitive options.

Q So ConmEd went into this Post-2006
Initiative with the idea that it wanted this auction
process, isn't that correct?

A, We went into the Post-2006 debate or
initiative with an idea that we needed to come up
with something that reflected the conpetitive market
and allowed us to pass on through a conpetitive
process the cost of supply.

Q And the process?
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A. Can you allow me to finish?

Q Sur e. | am sorry.

A. Because we thought, | thought, that nost
reflected the mandate of the restructuring | aw

Q And in the process you were thinking of
going into that commttee was the auction process
that is the subject of this hearing, isn't that
true?

A The answer to that is not true.

Q | am sorry, sir, | didn't hear you

A It is not true.

Q Didn't you just say that you were thinking
about the post auction process -- excuse me, the
auction process as a means of acquiring electricity
as far back as 20037

A Yes, | did.

Q And 200472

A. Yes.

Q Do you expect -- | wanted to touch on
something Mr. Gi ordano said and | want to make sure
that | understood it correctly, and if | am wrong, |

am sure you will correct me. But essentially
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Commonweal th -- excuse me, Exelon Generation owns,
essentially, all nuclear plants?

A. Exel on Generation?

Q. Yes.

A. That is not correct.

Q Okay. \What percentage of Exel on
Generation's electricity is produced by the nucl ear
plants it owns? A |large percentage?

A. Yes.

Q And | think you said earlier that Exelon
Generation owns the biggest nuclear fleet in the
United States, isn't that right?

A. That is correct.

Q Now, what other types of generation or
generators of electricity are there? There is coal,

Isn"t that right?

A. Fossil fuels, all of them

Q Fossil fuel which is coal and natural gas?
A. And oil.

Q And oil. As the market exists today, who

is the most efficient producer of electricity to

your know edge, the generators using nuclear plants
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or the generators using gas, natural gas?

A, Well, that's a subjective question so | am
going to give you a judgnental answer. | believe
that one of the most -- one of the nost efficient

ways of producing |ow cost power is through the use
of nucl ear power plants.

Q And that's the same answer you woul d give
I f the generators were using coal, for instance,
isn't that right?

A. | think there is a power nore efficient.

Q And that would be the same answer if they
were using oil ?

A. Yes.

Q Now, in terms of the people who you expect
to bid during the auction, we are tal king about
generators of electricity through nuclear plant,
isn't that right?

A. Yes, that is correct.

Q And we are tal king about bidders who use
natural gas to generate electricity, isn't that
right?

A. That is correct.
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Q And we are tal king about bidders who use
oil to generate electricity?

A. | believe that is correct.

Q So of the three it is your opinion that
those that have generation power through nucl ear
reactors are the nmost efficient than those other two
sources of power to electricity, isn't that correct?

A. It is correct that | believe that
electricity generated through nuclear power is nore
efficient.

Q Now, the power purchase agreenment you have
with Exel on Generation runs through 2007, isn't that
right?

A It runs through the end of 2006.

Q Now, isn't it true that Exelon Generation
has power purchase agreements with other conpanies
| i ke Cormonweal th Edi son that run past 20067?

A | don't know that.

Q Well, earlier you were shown an exhibit, AG
Cross Exhibit Nunber 4, which is a United States
Securities and Exchange Conmm ssion Form 4?

A. Okay.
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Q And this is filed with the Securities and
Exchange Conm ssion, isn't that correct?

A. Yes.

Q Do you know what a 10K is?

A. Yes.

Q What is a 10K?

A It is one of the financial statements that
we file along with other |arge corporations to the
FCC and ot her corporations periodically.

Q Do you have any input in the formulation of
the 10K that Exel on Corporation files with the
Securities and Exchange Conm ssion?

A, Wth respect specifically to ComEd, yes.

Q And are you aware that on February 3, 2005,
Exel on Corporation filed its FormK for the period
endi ng December 31, 2004, with the Securities and
Exchange Conm ssi on?

A.  That sounds famliar.

Q Did you review that filing by any chance?

A. | review all of the financial filings as
they relate to ConEd.

MR. ROSEN: Can | approach the wi tness, Your
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Honor ?

JUDGE WALLACE: Yes. Do you have many nore
guestions, M. Rosen?

MR. ROSEN: Not that many.

Q I am showi ng you this. It's the page 17 of
the Form 10K t hat Commonweal t h Edi son and Exel on
Corporation filed with the Securities and Exchange
Comm ssion on February 2005 and | am going to direct
you to a chart on page 17 and it says Long Term
Contracts and | will read to you, "In addition to
energy produced by own generation assets, generation
sales, electricity pursuant under the long term
contracts described below. " Does this refresh your
recoll ection that Exelon Generation has long term
contracts with other conpani es besi des ComEd?

A | clearly accept what's filed here

Q So you have no reason to believe that that
information is inaccurate?

A. That is correct.

Q And it says here that under a long term
purchase agreenment Kincaid Generation which is

| ocated in Kincaid, Illinois, are you famliar with
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Ki ncaid Generation, LLC?

A. | know where the Kincaid generating
stations are, yes.

Q And it shows that that purchase power
agreement expires in 20137

A Yes, it does.

Q And then there is a -- let's take one in
Il'linois again. Li ncoln Generating Facility, LLC,
are you famliar with that?

A. Not that particular facility, no.

Q Okay. But this indicates that that PPA
expires in 2011, isn't that correct?

A. | would agree that if is the in report,
that is the case

Q And then there is Elwin Energy, LLC, in
El wood, Illinois. Are you famliar with that?

A. Yes.

Q And that shows that that |ong term purchase
power agreenment expires in 20117

A Yes. The docunment says 2012.

Q Okay. | can't see without my reading

gl asses. So according to this 10K filing that
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Exel on Corporation submtted to the Securities and
Exchange Conm ssion in February 2005, Exel on
Generation based on this filing does have long term
power purchase agreenments with other conmpanies |ike
Commonweal t h Edi son that extend beyond 2007, isn't

t hat correct?

A.  That would appear to be the case.

Q Now, we have had some di scussi on about the
whol esal e markets that exist throughout the United
States among ot her regions, isn't that correct?

A. Yes.

Q And to a certain extent the success of the
auction depends upon the devel opnment of a whol esal e
mar ket throughout the United States, including in
the M dwest, isn't that right?

A. Yes.

Q And part of that whol esal e market has been
devel oped through what's known as regi onal
transm ssion organi zations called RTGs?

A. That's correct.

Q Are you aware that there are several states

t hat have opposed the formati on of regional
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transm ssi on organi zati ons?

A. | am generally aware that some st ates,
particularly some in the south and sout hwest, have
had some opposition, yes.

Q Are you also famliar that there have been
some organi zations that have tried to devel op RTOs
but have abandoned that as a result of the
resi stance they have received from state regul atory
agenci es?

A. No .

Q Well, I want to refer you back to again the
10K. May | approach the wi tness again?

A. Yes.

Q And this is on page 4 or page 9, and see
where it says here, and I will read it to you, "The
FERC has attenpted to expand the devel opnent of the
regi onal markets which has generated substanti al
opposition from state regul ators and ot her
governnment al bodi es. In addition, efforts to
devel op an RTO has been abandoned in certain
regions.” You don't have any reason to believe that

that is an inaccurate statenment, do you?
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A. No, | do not.
Q Now, as far as you know M. Hogan is

testifying that the market, whol esale markets, are

fine in Illinois, are they not?
A. I think he will have a very positive series
of statements to make that | can he can support in

his testi mony.

Q And Hi eronynmus essentially said the sane
thing, isn't that right?

A Yes, he did.

Q Are you aware that Exelon Corporation has
said in their 10K filing that the devel opment of
| arge conpetitive wholesale electricity markets
would facilitate an auction to meet ConEd's and
PECO s PLO, polar |oad obligations?

A. Yes.

Q Are you al so aware that Exel on Corporation
has said in its 10K filings on page 8, "While Exelon
purports the devel opment of RTOs and inpl ementation
of standard market protocols, but it cannot predict
their success or whether they will lead to the

devel opment of the envisioned |arge successful
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whol esal e markets."” Are you aware that Exelon made
that statement in their 10K?

A. | accepted that as an accurate quote.

Q Okay. Do you know why Exel on Corporation
took the position in their 10K that they can't
predi ct the success or whether there would be the
devel opment of envisioned | arge successful whol esal e
mar ket s?

A. I think that that's a question -- my answer
I's no. That question will be better directed to
Bet sy Mol er and ot her Exel on witnesses.

Q Does Exel on Corporation expect Exel on
Generation to be a bidder in the auction process,
assum ng that the |ICC approves it?

A. Yes.

Q Now, earlier on were you aware that one of
the limtations on the auction proposal was that no
one supplier could obtain more than 50 percent of
ComEd' s requi rement needs?

A | am aware that there were discussions
about a cap, yes.

Q Was it -- do you know whether or not Exel on
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Generation believed that it could capture all of the
-- let me start this over again. Was it to your
knowl edge Exel on Generation's plan to try and get as
much of that electrical power that it could possibly
obtain through the auction process?

A. | think I know what you are asking, but I
am not a hundred percent clear so | don't want to
risk answering it and not understand the question.

Q Okay. | will try to rephrase it so you
under st and. Is it your understandi ng that Exel on
Generation is hoping to acquire as much of the
mar ket it can through the auction process?

A. No, | have no such understanding.

Q You don't know that at all?

A. No, | have no such understanding. It is
not | don't know. | have no such understanding.
Q Well, do they have the capacity, as far as

you know, to capture 50 per of the power needs?

A. In Illinois?

Q Yes.

A. No.

Q. Do they have the capacity to capture 33
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percent?

A. | don't know.

Q You don't know that?

A | don't know.

Q You said somet hing about the process, the
auction process, as proposed by Commonweal th Edi son
has some built in safeguards for customers,
especially residential customers?

A. Yes.

Q What's your understanding of how |l ong the
| CC Comm ssion has to accept the results of the
auction?

A | don't recall the exact time frane.

Q Three business days, does that sound right?

A. If that's correct, subject to someone
telling me otherwise, | will accept what you are
sayi ng.

Q Do you know what the ICC is supposed to
review within those three business case?

A.  The I CC through its own mechani sm whatever
time frame the process would allow for, would review

whet her they thought that the auction resulted in a
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fair and reasonable price to pass through to
custonmers.

Q And is it your understanding that their
determ nation is based in part on what the auction
manager submts to them?

A. Yes.

Q And that auction manager is going to be
hired by Commonweal th Edi son, isn't it -- isn't the
auction manager going to be hired by Commonweal th
Edi son?

A. That is our proposal, yes.

Q And the auction manager has, what, one
busi ness day to provide that information to the |ICC
after the auction concludes, isn't that correct?

A. Again, assum ng that you are accurately
reflecting that statement, that's correct.

Q So your understanding of the ICC review
after the fact is that the auction manager has one
busi ness day to submt the information about the
auction to the ICC, isn't that right?

A.  Again, if that's the correct time frame,

then that would be nmy understanding.
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Q And the I1CC has three business days after
the end of auction to decide whether to accept or
reject the auction, isn't that correct?

A | believe that is correct.

Q And that's -- as far as you know that's the
only review process that the ICC is going to conduct
under Commonweal th Edi son's current proposal, isn't
t hat correct?

A | don't think so. And while | am not the
auction expert and Bill MNeil is and | will tel
you to ask those questions of him | think the
entire process they are proposing and the entire
process that will be subject to these hearings will
result in a procedure and a time frame that the
Commi ssion considers to be appropriate.

Q | am tal king about after the auction
concl udes, not beforehand. Just after the auction
concl udes, your understanding is that the |ICC has
only within three business days to decide whether to
accept or reject the results of the auction?

A. | have answered that to the best of ny

ability.
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Q Okay. So you are not certain either way,
is what you are sayi ng?

A. Exactly.

MR. ROSEN: | think | may be done but | want to
confer with nmy coll eague. Can | talk one second?
We are sort of a team here.

(Pause.)
Just a few nore questions and I will be

done here.

Q Were you in attendance in New York during
t he Exelon investor conference that took place on
August 5 of 2005?

A. | was not. M representative was and | had
tal ked to him

Q Did you review any of the materials that
were presented during that?

A. | saw the materials that were advanced and
was briefed on the presentation of that report.

Q And so you had an opportunity to | ook at
t hem beforehand. Were you aware that Exelon said
during this conference that natural gas prices drive

power prices?
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That sounds accurate.

And you agree with that then?

> O >

Yes.

Q Do you al so agree that during this
presentati on Exelon said that rising fuel prices,
central Appal achian coal and natural are pushing
forward PJM Ni hop prices higher?

A. Yes.

Q So to say that in laynmen's |anguage, that
means that really the producers of the electricity
to coal and natural gas are having an upward i mpact
on PJM prices, isn't that correct?

A. It means that to the extent that coal, gas,
oil prices are going higher, that will drive
obvi ously prices higher.

Q You don't expect that to change in 2007,
2008, do you?

A | expect the market to do what it does.
have no ot her specul ation.

Q And were you aware that Exelon also
represented to its sharehol ders that they expect the

strong growth from 2006 and 2007 primarily driven by
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the end of frozen rates in Illinois?

A. Yes.

Q And you agree with that statement?

A. Yes.

Q And do you agree with the statenment made
during that hearing that that inpact on earnings is
expected to be positive for Exelon overall when that
rate increase ends?

A. Yes.

Q And do you agree that the end of the frozen
rates in Illinois nmeans that the end of serving
ConEd' s POLR obligation is to add a market price, is
expected at a market price rather than the prices
that are still in effect?

A.  As a conpetitor of market price, yes.

Q As you sit here now, you don't have any
reason to believe that those market prices will be
| ower than the prices that the customers in Illinois
are now being charged?

A. After a 22 percent rate increase after a
ni ne-year cap, no, | do not.

Q Were you also aware a statenment was made
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that the end of frozen rates in Illinois in 2007
means that ComEd can earn a fair return on its
di stribution investments?

A Yes.

MR. ROSEN: | have nothing further.

JUDGE WALLACE: Does anyone have any further
cross of M. Clark?

MR. ROBERTSON: |If we take a lunch break, | am

going to be able to cut some of ny stuff out because

peopl e have covered a | ot of the areas that | had
MR. TOWNSEND: Li kewise, | don't think that I
will be even the full 20 m nutes that | set aside

JUDGE WALLACE: That's something to bring up
after lunch. Okay, it is now 12:46. Let's take an
hour for [unch.

(Wher eupon the hearing
was in recess for lunch

until 1:46 p.m)
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AFTERNOON SESSI ON .

JUDGE WALLACE: Back on the record. Does
anyone have any additional cross of M. Clark?

MR. TOWNSEND: Yes, Your Honor.

JUDGE WALLACE: M. Clark, would you take the
stand again, please? Okay, then, M. Townsend.

MR. TOWNSEND: Thank you, Judge.

CROSS EXAM NATI ON

BY MR. TOWNSEND:

Q On behal f of Constellation New Energy,
Inc., Direct Energy Services, LLC, M dAmerican
Ener gy Company and People's Energy Services
Cor poration, US Energy Savings Corp., good
afternoon, M. Clark.

A. Good afternoon, M. Townsend.

MR. TOWNSEND: We have been referred to, if you
woul d |i ke, Your Honor, to the Coalition of Energy
Suppliers.

JUDGE WALLACE: That would be much preferable.

Q Thank you. This morning you were asked
some questions by the Cook County State's Attorney's

office regarding the upcom ng general rate case
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that's going to be filed. Do you recall those
gquestions?

A. Yes.

Q And in those questions --

JUDGE WALLACE: All right. | hope you have
your own questions because | don't really want you
Crossing on cross.

MR. TOWNSEND: Not at all. I was going to ask
himif he had the ability to answer that one
questi on. | did want to ask on that |ine of
guestioni ng.

Q But have you been able to determ ne what
the size of the increase is that you are going to be
requesting in the filing that you are going to be

maki ng this week?

A | don't have that number avail able as we
speak. | do expect to have it later this week and
will give it to the judge as tinely as | can.

Q You had indicated that you thought that it
was going to be a single digit across the board rate
i ncrease?

A. That is correct.
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Q When you say single digit, how are you
com ng to that percentage?

A Well, | get there by saying there will be a
number between 1 and 9.

Q For the benefit of the attorneys in the
room thank you.

A. | al so obviously have been a part in
putting the distribution rate case together. But
l et me say this. Whatever the ultimate nunber is,
and | will provide it to the judge later this week,
and whatever the ultimte rate case m ght be, one of
the things that we are commtted to is the
mtigation of any kind of rate shock. | realize
that that's a concern and reflected on some of the
questions as to earlier today. The nunbers are what
they are, but we are open to mtigation strategies.
The Staff has already subm tted one.

Q And actually that's not where |I was going
with the question. | was just trying to figure out,
when you say a single digit increase, is that on the
overall bill or is that on the delivery services

conponent of the bill?
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A. That is the delivery service conponent.

That is all that we will be filing in our -- that is
the portion that we are filing in our distribution
case. Utimtely, the overall increase will be

obviously inpacted by the supply conponent.

Q So delivery services rates are going to be
proposed to increase by less than ten percent?

A. That is correct.

Q Could you turn in your testimony to |ines
102 to 105? Let me know when you are there. | have
some questions from that question and answer .

A On page 5, yes, | am there.

Q Would you agree that the Comm ssion should
act to pronote the devel opment of conpetition in
both the retail and the whol esale electric markets
in Illinois?

A. Certainly the retail market and to the
extent that it can most of the whol esale market is
under FERC jurisdiction, not most of it, the
whol esal e market is under FERC jurisdiction. But to
the extent that it can facilitate that, yes, it

shoul d.
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Q And woul d you agree even beyond this
proceedi ng the Comm ssion should continue to explore
ways to pronmote conmpetition in the Illinois retail
electric market?

A. Yes.

Q Could you turn to your testimony at |ines
268 to 274 and |let me know once you are there?

A. Okay.

Q There you say that now is the right time to
nmove forward. What do you nean by that?

A. | mean that, number one, the purchase
agreements that Conmmonweal th Edi son Conpany has to
secure supply all end at the end of December 31,
2006. We have to have a process in place that
clearly identifies the appropriate procedure for us,
for Commonweal th Edi son, to go out and secure supply
t hat we need to obviously continue to provide
reliable service to our custoners.

Q And at line 271 when you say that we
believe the market is ready to advance, what did you
mean by that?

A. | believe that we are a part of a
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reasonabl e transm ssion organization. | believe
t hat based on what | have seen denpnstrated over the
| ast year and a half, there are a number of market
partici pants who are ready to cone into Illinois and
conpete in an auction process. | think that the
fact that we are now a part of a much |arger grid
t hat being PJM, positions this state and the
utilities in this state to participate in an auction
that will reflect a true conpetitive market price

Q In your next sentence you talk about the
i mportance of certainty in the process. Do you see
t hat ?

A. Yes.

Q Wiy is it important to have certainty in
order to be able to bring the benefits of efficient
conpetition to custonmers?

A. | believe that if you don't have certainty,
that those suppliers who are bidding in the process
are likely to consider that a greater risk and
assign a cost to that risk and ultimately drive,
potentially drive, the price of the commdity up.

Q Would you agree that it is important to
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have certainty in both the wholesale and the retail
mar ket in order to have the benefits of efficient
conmpetition be realized by consunmers?

A. | believe that certainty in all the markets
is a very good thing to have, yes.

Q At lines 281 to 282 you indicate that this
type of auction has a proven track record. Wiy is
It inmportant for the process used that the
Comm ssion approves in this proceeding to have a
proven track record?

A, Well, | think that that part of ny
testinony is simply intended to affirm what we
believe to be a good process, a tried and tested
process, and that mainly is the process that has
been empl oyed in New Jersey that we are recommendi ng
in Illinois. Our proposal would duplicate the New
Jersey nodel

Q So it is important for the Comm ssion to
approve processes within this case that have been
experienced somewhere in the market, even if it is
i n another state?

A. I think that wherever there is experience,
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t hat experience provides a road map. That
information is very useful on what we are trying to
i mpl ement here in the state of Illinois.
Utimtely, the Conmm ssion will make its own
deci sion on what that nmodel should look like. W
have made the reconmmendati on.

Q What role did you play in devel oping the
retail rules associated with ComEd' s auction
proposal ?

A. The retail rules, if | understand you
correctly, my role in the entire, what we call, Post
"06 Initiative has always been consistently the
sane. I have been the principal executive inside
both ComEd and Exelon in devel oping the policies and
strategies and positions that Exelon has ultimately
taken and presented that has resulted in our auction
proposal .

Q Are you famliar with the 30-day enroll nment
wi ndow i n the ComkEd proposal?

A. Yes.

Q Did ComEd conduct a customer survey to

determ ne what enroll ment wi ndow customers woul d
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prefer?
A.  That type of detail, the answer is | know

that we did in fact do a canvass. We did a canvass

and did some surveying. MWhat | don't recal
precisely, and Bill MNeil can tell you that in
greater detail, all of the items and all of the

detail associated with our proposal.

Q Do you know whet her that survey was a part
of the record in this proceeding? O you said you
don't know whet her a survey was actually conducted?

A. No. We canvassed, we being ConmEd and Bil
McNei | under my direction, canvassed a number of

states in maki ng some determ nation of what we were

going to -- trying to find out, you know, the best
practices, | guess is what we would refer to it as.
Q | am sorry. | didn't mean to interrupt but

when you said canvass, it wasn't a customer survey
type of canvassing; it was just | ooking to see what
was out there?

A | am not aware if we went back to
i ndi vi dual custonmers to ask them their individual

preferences.
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Q Why not?

A Well, | don't know that an auction process
can be designed to take into consideration these
i ndi vi dual custoners. It is a statewi de process
intended to provide statew de benefits. We | ooked
at states. We did not necessarily -- | amsure
there may be some customer input. | don't know it.
But our focus was statewi de.

Q Are you aware of the customer input on that
I ssue that was submtted in this docket from BOMA?

A. In general, yes.

Q Are you aware that ConEd's current PPO has
a 75-day enroll ment w ndow?

A. Yes.

Q Has ComEd performed any analysis to
determ ne the impact, if any, that a | onger
enrol Il ment wi ndow woul d have upon rates charged to

custoners?

A. | think that question has to be directed to
Bill MNeil.
MR. TOWNSEND: That's all | have

JUDGE WALLACE: Anyone else? M. Robertson.
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CROSS EXAM NATI ON

BY MR. ROBERTSON

Q Good afternoon, M. Clark.

A Good afternoon, M. Robertson.

Q | represent the Illinois Industrial Energy
Consumers and | have attenpted, you probably won't
believe it, to cut out some of the cross based on
what | have heard today and hopefully we can finish
this up quickly. Would you -- now, as | understand
it, ComEd is a conpany which is primarily engaged in
the transm ssion and distribution of electric power
and energy, is that correct?

A. That is correct.

Q So they would be considered |like a
wi res-only conpany?

A. That is correct.

Q And woul d you agree that ComEd is not
permtted to conpete to serve the electrical |oad of
retail customers in a service territory under the
Comm ssion's I DC rul es?

A. That is correct.

Q And woul d you agree that ComEd does not
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plan to conmpete for retail customers and el ectrical
load in its service territory or the service
territory of any other electric utility in Illinois?

A That is correct.

Q And would that be true, ComEd is not going
to do that in other states as well, is that correct?
They are not going to conpete for electrical, retail
electric customers and retail electric |oad in other
states?

A.  That would be correct.

Q Now, also earlier today you were asked
about | egal services provided by Exelon services,
busi ness services conmpany. Does Exel on provide
| egal services to ComEd and ExGen?

A. Yes.

Q Does Exel on Legal Services provide |egal
services to Exel on Energy?

A. Yes.

Q Does Exel on Busi ness Services provide |egal
services to ComEd in reference to this particular
case?

A. Yes.
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Q And to your knowl edge has it provided | egal
services to ExGen and Exel on Energy in relation to
this particul ar case?

A Yes.

Q Now, woul d you agree that ExGen woul d
benefit from an auction which provides all bidders
with a market clearing price?

A | believe all generators would have the
i dentical benefit, including ExGen.

Q Woul d you agree that the | owest cost
generator and the most efficient generator would be
the one who would have the greatest benefit froma
mar ket cl earing price?

A. Yes.

Q Would you agree that the higher the market
clearing price produced by the auction, the greater
t he potential econom c benefit to ExGen for
participating in the auction?

A Yes.

Q Would you agree that ConmEd shoul d be
indifferent as to which ARES a retail customer takes

its electric power and energy fronf
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A | am not exactly sure how you are defining
indifferent, but my response would be that
Commonweal t h Edi son Conpany will ook to secure
supply through a conmpetitive process, is certainly
our hope, to whatever m x of generators provide the
| owest cost. All right.

Q And I may have stated my question
unclearly. MWhat | amasking is, would ConEd as a
wi res-only company be indifferent as to what
particular alternative retail electric supplier an
end use customer may el ect to take service from?

A. That would be the decision of the end use
cust omer .

Q And, therefore, ComkEd would be indifferent?

A. Yes.

Q And woul d you agree that ComEd as a
wi res-only conpany should also be indifferent as to
whet her a customer even takes service from an
alternative retail electric supplier?

A. That's a yes or no answer, a yes and no
answer . If I can --

Q | am going to be different today. | am
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going to let you explain your answer, at |east one
time.

A. Yes, and to the extent that any generator
t hat provides the | owest cost should be the one that
shoul d be given the opportunity to provide that
price to our customers. So in that regard,
absolutely. No, in the sense that we are very
concerned with a number of issues, for exanple, the
credit worthiness of different generators. So it is
not a carte blanche we are indifferent. W are
indifferent assum ng all things are equal .

Q And, again, | may have not been as clear in
my question as perhaps | should, and my question
really went to the customer's decision to purchase
power and energy from an alternative retail electric
supplier as opposed to from ComEd t hrough the
auction process. And ny question is, all else equal
woul dn't ComEd be indifferent as to whether or not,
i f your proposal is adopted, a customer purchases
el ectric power and energy froman alternative retail
el ectric supplier or through the ConmEd auction

price?
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A | think that would be the customer's
choi ce. | don't think we have anything to say about
it.

Q And again, therefore, ComEd woul d be
i ndifferent as to what choice the customer made, is
t hat correct?

A. | couldn't | ook on the word indifferent
because | aminterpreting it different. But that's
a custoner decision. Customers have choice. I
don't think we play a role in that choice.

Q And as long as Commonweal th Edi son receives
the cost acquiring the supply through the auction
and as |long as ConEd is paid whatever the
appropriate rate is for delivery service, it really
makes no difference to ComEd whet her the power and
energy comes from the auction or the customer or it
cones fromthe alternative retail electric supplier?

A Il think it is essential that, one, we are
all owed to recover our investment under the delivery
side for all the obvious reasons that you invest in
the infrastructure. So that part of the answer is

absolutely yes. And to the extent that customers
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secure supply by some means ot her than going through
Commonweal t h Edi son, that is strictly a customer
choi ce.

Q And | am sorry to keep dwelling on this
poi nt but we may be in perfect agreement. | take
that to mean that as |ong as Commonweal t h Edi son
recovers its costs of providing the service, whether
It is power and energy and delivery or whether it is
just delivery, it makes no difference to ComEd
whet her a customer takes service from an alternative
electric retail supplier or buys its power and
energy through the ComEd auction?

A. M. Robertson, | really don't know how to
answer that question differently than what | already
have.

Q All right. Wuld you agree that, all else
equal, the lower the market clearing price, the
greater the potential econom c benefit to ComEd as a
wi res-only conpany?

A | believe that would essentially be correct
because we woul d be passing through the | owest cost

to our customers.
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Q And in theory there would be nore units of
electricity delivered; therefore, there would be
nore delivery service rentals, correct?

A. That volume anal ysis seens reasonabl e.

Q And now as | understand the ComEd proposal,
one of the desires of ConEd is to have a process put
in place that would avoid after-the-fact prudence
reviews, is that correct?

A.  That is correct.

Q And what is ConmEd's interest in avoiding
what it characterizes as after-the-fact prudence
revi ews?

A. Part of the reason or one of the primary
reasons is to avoid the uncertainty associated with
an after-the-fact prudency review. It is ConmEd's
belief that an after-the-fact prudency review
creates the el ement of uncertainty, makes the
transaction even nore risky, and ultimtely risks
the transfers, we believe, with prem ums which we
believe translate to potentially higher costs being
bid into the process.

Q Now, would you agree that all Illinois
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retail electric customers should have uninhibited
access to an efficient and conpetitive market?

A. Yes.

Q And woul d you agree that that is both the
whol esal e and the retail market?

A. Yes.

Q And your proposal, as | understand it, you
believe will give customers uninhibited and

efficient access to the benefits of the whol esal e

mar ket, is that correct?
A, Well, if you are tal king about end use
customers, | don't know the |ikelihood of, for

exanmpl e, individual residential customers having

direct access to the whol esal e market. But, sure
with that caveat | think the answer is yes.
Q | am tal king about the benefits, not the

mar ket itself.

A.  Then the answer is yes.

Q Now, do you believe that the Illinois act
was i ntended to insure that all customers receive
access to the benefits of the whol esal e market?

A. The Il1linois act wanted to insure that all
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custonmers enjoyed the benefits of conmpetition. And
| think that it implicitly inplies both whol esal e
and retail markets.

Q Do you believe it is appropriate to raise
the price of electricity beyond what woul d ot herw se
be considered the market price in order to encourage
conpetition for conpetition's sake?

A. | believe that -- | believe the only
appropriate price passed through the customers
shoul d be the market clearing price, whatever that
I'S.

Q Now, as | understand it, the ComEd proposal
i's nodel ed on the New Jersey vertical tranche
descending cl ock auction?

A Yes, it is.

Q And | assume since your testinmny refers to
it that you are generally famliar with the elements
of the New Jersey auction?

A.  That would be an apt description, generally
fam i ar.

Q Probably give you a way out for this next

| i ne of questioning. That's all right. Now, your



10

11

12

13

14

15

16

17

18

19

20

21

22

199

knowl edge of the New Jersey auction was sufficient
to allow you to conmpare it to the objectives of the
Post - 2006 process?

A That is correct.

Q Now, you testified that the New Jersey
model used all 18 objectives?

A. That is correct.

Q And you agree that among these objectives
is the need for regulatory review?

A. Yes.

Q And would you agree that it would be
appropriate for the Comm ssion to periodically
review the results of the auction to see if in fact
it was providing, |I think you used this term earlier
t oday, | owest available price in conparison to other
met hodol ogi es?

A. | would agree that ultimately it is the
Comm ssion's decision to make a determ nation on
what it considers an appropriate review. It is our
proposal that that review process take place in the
hearings that will be ongoing in the next severa

weeks, and that the Comm ssion use this process to
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make a determ nation on what the rules are going to
be, what the procedures are going to be and what

ot her appropriate safeguards needed so that indeed
we can inject certainty.

Q So your suggestion is, and if | wunderstand
it, it is ComEd's position then that the Comm ssion
shoul d never again consider whether or not the
process of the auction is appropriate in producing
the | owest avail able price?

A. No, that is not my position.

Q Okay. And then you would agree that they
shoul d periodically do that then?

A | believe that the Comm ssion would
exercise its authority in any way that it deemed
necessary to insure that a process that they have
approved in fact is working the way they intend.

Q Would you agree that if they did not do
that, they would be deficient in their public
responsibilities?

A | don't personally want to make a judgment
on what would be a determ nation of whether the

Comm ssion is or is not deficient. | expect and
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believe they will exercise their responsibilities
appropri ately.

Q And it would be within their power, would
it not, to initiate periodic reviews to determ ne
whet her in fact the auction process, if they approve
it in the first instance, continues to be the
appropriate process for acquiring power and energy,
Is that correct?

A Il think it is correct that the Conm ssion
woul d retain the ability to go back and | ook at a
process if they felt that process was not worKking
appropriately.

Q And would you agree with me that to the --
It is not absolutely necessary to, based on your
experience, to conduct a full-blown rate proceeding
in order to evaluate a process such -- a power
acqui sition process such as the auction?

A Well, | think that a full-blown proceeding
is going to be occurring over the next several weeks
and nmonths to make just that determ nation.

Si mul t aneously, after we file our delivery service

tariff case that will proceed in the normal
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regul atory timeline.

Q | am tal king about this potential review
after the fact, if you will, of the auction process.
And woul d ask again whether or not you would agree
that it is not absolutely necessary that the
Comm ssi on conduct the full-blown -- and by
full-blown I mean an el even-nonth rate case
proceeding -- in order to | ook at whether or not the
auction should be continued under certain
circumstances?

A | think that as | indicated earlier, that
kind of decision is fully up to the Comm ssi on. I
assume and expect they will exercise the statutory
authority in whatever manner they deem appropriate.

Q And are you aware that New Jersey conducts
an annual review?

A. Yes.

Q Now, | am going to direct you to lines 271
and 274 of your direct testimony.

A. Yes.

MS. DALE: Excuse me, Your Honor, this is

Chi cago. We cannot hear M. Robertson.
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MR. ROBERTSON: How i s that?

MS. DALE: That's fine. Thank you, Eric.

MR. ROBERTSON: Most times people don't say
that to me.

Q M. Clark, is it your belief that ComEd's
auction proposal will provide the benefits of
efficient competition by giving ComEd and its end
use customers access to a potential |arge nunber of
whol esal e el ectric suppliers?

A It is.

Q And do you know approxi mately or does ComEd
have an estimte of the number of whol esale
suppliers that customers may be given access to?

A | don't have a precise number. It would be
in my judgment double digits.

Q Okay. Somewhere between 1 and 207?

A. No, somewhere greater than ten.

Q Wuld you be willing to accept subject to
check that in the conpany's response to Il EC Data
Request 3.14, Bates Number CECO 0002994, the conpany
identified 28 potential bidders?

A. Yes.
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Q Now, referring to lines 52 to 55 of your
direct testimony, there you indicate that you had a
role in the adoption of the restructuring |aw or the
1997 Act, is that correct?

A. That is correct.

Q And based on your participation, do you
believe that |egislators had an expectation that
retail choice would be inmplemented more widely in
the United States than has ultimtely come to pass?

A. I don't know that. | think that they had
an expectation that conpetitive markets woul d
bl ossomin the state of Illinois and it has.

Q Now, would you -- as | understand it, |
think you used the term flowered, is that right? In
Illinois, retail conmpetition has flowered in
[11Tinois?

A. Fl ower ed?

Q Or bl ossomed?

A. Bl ossomed, thank you.

Q You woul d think someone from southern
[1linois would know the difference between a fl ower

and a blossom Anyway, would you -- | have heard
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ComEd witnesses in other proceedi ngs describe the

retail market in the ConmEd portion of Illinois as a
robust retail market. Wuld you agree with that?
A. Yes.

Q And that robust market has devel oped over
the | ast five years?

A. More or | ess.

Q And woul d you agree that that robust market
has devel oped at the same time ComkEd was offering
t he PPO option?

A. Yes.

Q And would you agree that that robust market
bl ossomed or devel oped at the same tinme ConmEd was
of fering bundl ed service to custonmers three
megawatts and over?

A. Yes.

Q So woul d you agree that ConkEd's offering of
power and energy to end use customers three
megawatts and over has not inpaired the devel opment
of the robust retail market as it exists today in
northern Illinois?

A. Yes.
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Q Now, could you refer to Exhibit 1.6,
pl ease?

JUDGE WALLACE: You need to wrap it up,

M. Roberston.

MR. ROBERTSON: You just rem nded me in time.
This is my last |ine of cross.

Q Do you have that exhibit before you, M.
Clark?

A.  Yes, | do.

Q Now, that particular document is a
Memor andum of Under standi ng that was signed by a
number of parties, is that correct?

A. That is correct.

Q Would you agree that all of the parties who
signed that agreenment but one were suppliers of
retail electricity?

A Yes.

Q And would you agree that as a general
proposition that those suppliers would think that
t he higher the prices charged by ConEd for its power
and energy, the more conpetitive they could be?

A. | have to give a qualified answer, if |
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Q I will

t ake a chance.

A. I think that

conmpetitors. And i

ft

head roomis inportant for

here is not enough head room,

you have | ess conpetition.

Q And also with --

representative that signed it, the agreement as
well, is that correct?

A Yes, that is correct.

Q And as | understand it, that particul ar

customer group

is also a customer of Exel on

Generation, is that

A. | believe that was and | think that still

is correct.

MR. ROBERTSON

JUDGE WALLACE

MR. HANZLI

K

correct?

No further questions.

Any redirect?

Yes.

REDI RECT EXAM NATI ON

BY MR. HANZLI K:

Q M. Clark,

guesti ons about

go beyond 2007.

| ong-term PPAs t hat

| f

M .

Rosen asked you some

may approach the witness

t here was one customer

ExGen has t hat

207
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would like to show him page 17 which M. Rosen
showed to him

A. Yes.

Q If you would take a | ook at that page, that
refers to |l ong-term PPAs that ExGen has that goes
beyond 2007 with Kincaid Generation, Lincoln
Gener ati on, Elwood and other generations, is that
true?

A. That is true.

Q Do you know whet her those are PPAs under
whi ch ExGen sells or buys power fromthose
gener at ors?

A, Sells.

Q And did M. Rosen show you any -- strike
that. Do you know whet her there are any PPAs under
whi ch ComEd buys power beyond 20067

A | know of none.

Q Okay. Are there any PPAs that you are
aware of -- well, | will withdraw that question.
Thank you. Let me just read you a statement from
page 17 under Long Term Contracts which is

i mmedi ately above the listing of the sellers that we
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i dentified and are shown on that filing. | read,
"I'n addition to energy produced by owned generation
assets, generation"” -- and there it refers to ExGen
-- "sells electricity purchased under the long term
contracts descri bed below "™ Wuld that indicate to
you that ExGen is purchasing power fromthese
gener at ors?

MR. ROSEN: Obj ection to the characterization
in that statement. Trying to rehabilitate his own
wi t ness. The statement says what it says.

MR. HANZLIK: That's why | read the statement,
so that the record is clear.

MR. ROSEN: It says sells electricity purchased
under the |l ong term contract, sells.

MR. HANZLIK: It doesn't say that. It says
electricity purchased under the --

JUDGE WALLACE: Let's go back. Read the
st at ement .

MR. ROSEN: It says in addition --

JUDGE WALLACE: No, no, it is his question. It
is your piece of paper but it is his question.

MR. ROSEN: | read it better, though.
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BY MR. HANZLI K:

Q M. Clark, let ne read it. Under the topic
or the heading Long Term Contracts, "In addition to
energy produced by owned generation assets,
generation” -- referring to Exelon Generation --
"sells electricity purchased under the long term
contracts described below"™ And then there are a
listing of generating conpanies with the |ocation,
expiration and capacity indicated. Does that
I ndicate to you that ExGen purchases power from
t hose generators and then resells then?

MR. ROSEN: Objection to the form of the
question, Your Honor.

JUDGE WALLACE: Overrul ed.

MR. ROSEN: Plus the witness had al ready
answered the question that they sell to those
particul ar conpani es. He is trying to inmpeach his
own wi tness, Your Honor.

JUDGE WALLACE: WM. Clark?

THE W TNESS: Your Honor, | hate to violate
your rule but would you please give me the | ast part

of that question again?
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BY MR. HANZLI K:

Q Sure. Under the heading Long Term
Contracts, "In addition to energy produced by owned
generation assets, Exelon Generation sells
electricity purchased under the long term contracts
descri bed below.” And then there is a listing of
sellers and I can show it to you again, |ocation,
expiration dates. Does that indicate to you that
Exel on purchases electricity fromthose sellers and
then resells that electricity?

A. Yes.

Q Thank you. You also had tal ked about the
efficiency of the nuclear generation stations in a

series of questions that you were asked. Do you

remenber that |ine of questioning?
A.  Yes, | do.
Q I's nucl ear generation the most efficient

way to provide peaking service?

A. No, it is not.

Q Is it the nost efficient way to provide
cycling service?

A. No, it is not.
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Q Is it the nost efficient way to provide
| oad followi ng service?
A. No, it is not.

Q What type of product is ComEd proposing to

acquire through the Illinois auction proposal?
A Al'l three, base |oad, internmedi ate and
peaki ng.
Q Is that what is referred to as a full

requi rements product ?

A. That is correct.

Q And can you serve a full requirenments | oad
with just nucl ear generators?

A.  No, you cannot, and ny response was only --
the efficiency response was related to base |oad. |
t hought | said that.

Q You may have and | appreciate that
clarification. You were also asked questi ons about
ConEd's notives in making its proposal, Illinois
auction proposal, in this proceeding. Wuld you
pl ease descri be why ComEd is making this proposal to
t he Conm ssi on today?

A. Yes. The Illinois Restructuring Law of
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1997 contenpl ates, fully expects and endorsed that
the best way to secure supply long termfor al
customers in Illinois was through some type of a
conmpetitive market price, market base process.
Since 1997 we have seen the market devolve in
[I'linois primarily and al most exclusively views at
this point by the commercial and industri al
customers. The contenpl ati on, however, is the
benefits of conpetition over the long run should be
made avail able to all customers. | know of no
better way of bringing the benefits long terminto
the residential class than providing an opportunity
for bidders, and |I think there was some question of
how many generators did we think would bid and the
number was more than 2,000 and | think there are 28,
that these bidders competing for the | oad of the
ComEd customers would ultimtely enter into the
reverse auction process but ought to constantly push
that price down until it clears at the | owest
possi bl e price that would be passed onto those
custonmers.

In the canvassing a number of states, in
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goi ng through the process at workshops and sem nars
at the Illinois Conmerce Conm ssion, through our own
internal review, | know of no better process to
provide |ong term conmpetitive pricing, market base
pricing, to our customer class than the proposal
that we are submtting to this Comm ssion.

Q Thank you. You were also asked questions
about whether RESs are offering services to
residential customers. If I recall, your answer was
no, not at the present time. Then you were al so
asked if RESs were also offering services to
residential and small commercial customers. Do you
know i f some of ComEd's small commercial customers

have swi tched suppliers?

A. It is my understanding that some of them
have. If | had to recall a particular group, |
bel i eve that organizations like the Illinois Retai

Merchant's Associ ation which has some smaller
customers in it have switched to an alternative
supplier than ComEd.

Q You were also asked a series of

hypot heti cal questi ons about the auction clearing
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price resulting in a rate increase of 20 percent, 30
percent or 40 percent. \What is the company's
position if that were to occur?

A. Nunmber one, obviously |I don't know what the
results of the auction will be and it will, |
beli eve, represent the | owest market clearing price
avai |l able. What | was not asked and | need to nmake
clear is that we obviously care about rate shock.
And to the extent that we are faced with a situation
that could create rate shock, we are very willing to
enter into a mtigation strategy. The Comm ssion
has suggested a process, a thought process al ong
that line, and then we are also |ooking internally.

Q Thank you. One final question,
M. Robertson asked you sone questions about the BSC
| egal services, and let me just ask you this. Are
the attorneys who are working with Comonweal th
Edi son Conpany to devel op the auction proposal and
with respect to this proceeding the BSC attorneys,
are they also working with Exel on and Exel on
Generation at the same tine?

A.  Absolutely not. W have very, very rigid
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fire walls within Commonweal th Edi son and within
Exel on's shared services. Our | egal departnent is
not unlike major law firnms when they represent
multiple clients, and there is strict adherence to
t hose.

MR. HANZLI K: No further questions.

JUDGE WALLACE: Does anyone have any recross?

MR. Gl ORDANO: Your Honor, | just have one or
two on the rate check points.

JUDGE WALLACE: Al'l right.

RECROSS EXAM NATI ON

BY MR. Gl ORDANO:

Q M. Clark, you nentioned the Comm ssion
Staff rate mtigation plan. Are you aware that the
pl an, according to ComkEd, the reaction of ConEd
witnesses is to not include non-residential space
heating customers in that mtigation plan?

A.  Yes, | am aware of that.

Q And are you willing to reconsider that
position based on the coments he just made, that
you are reviewing this matter internally?

A | amwilling to restate what | said earlier
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and that is that we are conscious, very conscious of
mtigating rate shock.

Q And why would you not include
non-resi denti al space heating customers as a cl ass
in the rate mtigation clainf

A. That is the position that we have taken up
to this point, M. G ordano. You are asking ne now
and | have responded to the overall issue of
mtigating rate shock and I stand on my response.

Q Meani ng that the company is going to
reconsi der their position related to the rate shock

on non-residential space heating customers?

A. M. Gi ordano, | thought | answered the
gquestion. | don't know how to answer it differently
fromthe two answers | have just given you. [t will
be the same answer. Commonweal th Edi son Conpany,

myself as its principle officer, absolutely is
conscious of rate shock. | feel an obligation to
mtigate rate shock to the extent that we have

Q | guess the reason | am asking you for a
nore definitive answer is we are, you know, in the

heari ngs now and when will a decision be made by
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Commonweal th Edi son, a final decision, on whether to
support mtigation of the rate shock for the

non-resi dential space heating customers?

A. | believe that that question is going to
be -- can be nmore appropriately addressed when we
have to file our DST rate filing which we will be
filing this week, | believe, and that issue | think
will be nore properly debated and di scussed and make

a final determ nation in that docket.

MR. Gl ORDANO: Thank you.

JUDGE WALLACE: Anyone el se?

MR. GOLDENBERG: No.

JUDGE WALLACE: Thank you, M. Clark. You may
step down.

(Wtness excused.)

MR. HANZLI K:  Your Honor, | would |like to renew
my notion that Exhibit 1.0, the testinony of
M. Clark, and attached Exhibits 1.1 through 1.6 be
admtted into evidence

JUDGE WALLACE: Al right. Exhibit 1.0, 1.1,
1.2, 1.3, 1.4, 1.5 and 1.6 are admtted.

(Wher eupon ConEd
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Exhibits 1.0, 1.1, 1.2,
1.3, 1.4, 1.5 and 1.6
were admtted into

evi dence.)

MR. GOLDENBERG: Can | just raise a procedural
I ssue?

JUDGE WALLACE: Yes, M. Gol denberg.

MR. GOLDENBERG: Rat her than go through siml ar
obj ections, simlar argunments with each of the
wi t nesses, would it be possible to have a standing
objection to the Post '06 issues with the various
wi t nesses for the reasons we argued before you this
mor ni ng? Woul d that be considered as you consi der
each of them as opposed to us making an objection
and arguing each time?

JUDGE WALLACE: Well, | would prefer no nore
arguing. We will just consider in ternms of all the
wi t nesses - -

MR. GOLDENBERG: That were subject to the
noti on. Because rather than repeatedly take up Your
Honor's time with the same argument, we are just

concerned that we not have wai ver and the
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appropriate time on objecting to issues is at the
time of hearing.

JUDGE WALLACE: Okay. Unless there is an
objection | will note that the nmotion to strike, we
don't need to renew it every time. It will not be
consi dered a waiver of anyone's rights in that
regard.

While we are getting ready for the next
wi t ness, we had to experiment on M. Clark,
unfortunately. But the reason that Judge Jones and
| requested a schedule is so that we could keep on
schedule. W are now way off schedule. You gave
cross exam nation estimates. You are going to be
held to those. Il will cut you off. We have to keep
nmovi ng al ong.

Wth that said, also, everyone, turn your
cell phones off. Put them on hold or sonmething or
put them out the door.

And with that, M. Rippie, your next
wi t ness?

MR. RIPPIE: The conmpany's next witness is

Ms. Elizabeth Mol er.
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ELI ZABETH A. MOLER
called as a Wtness on behalf of Commonweal th Edi son
Conpany, having been first duly sworn, was exam ned
and testified as follows:
DI RECT EXAM NATI ON

BY MR. RI PPI E:

Q Ms. Mol er, could you please state and spel
your full name for the record.

A. My name is Elizabeth, E-L-I1-Z-A-B-E-T-H,
Anne, Moler, MO L-E-R My friends call me Betsy,
B-E-T-S-Y.

Q | guess | have to call you Betsy now,
right? Have you in fact prepared for subm ssion to
the Illinois Commerce Comm ssion in this docket
direct testimony?

A Yes, sir, | have

Q And is that direct testimny a docunment
t hat has been marked Commonweal th Edi son Exhibit 2.0
and been given the e-Docket designation -- | won't
ask you about the e-Docket designation. Has it been
mar ked ComEd Exhi bit 2.07?

A. Yes, it has.
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is part of the filing under e-Docket 0955889.

Q And do you have any additions or
corrections that you wish to make to that docunment
at this tinme?

A No, | do not.

Q If I were to ask you the same questions
t hat appear on Comonweal th Edi son Exhibit 2.0
t oday, would you give me the same answer?

A Yes, | woul d.

MR. RIPPIE: Thank you very much. I have no
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further questions for this witness and | would offer

into evidence Commonweal th Edi son Exhibit 2.0.
JUDGE WALLACE: I's there any objection? All
right. ComEd Exhibit 2.0 is admtted.
(Wher eupon ComEd
Exhi bit 2.0 was
admtted into
evi dence.)
Does anyone have any cross of Ms. Moler?
Ms. Hedman, do you wish to start?

MS. HEDMAN: Thank you, Your Honor.
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m cs down? |s that

Why don'
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t you pull one of those

t he one we unpl ugged?

(Wher eupon there was

t hen had an

of f-the-record

di scussion.)

JUDGE WALLACE

Ms. Hedman.

MS. HEDMAN:

Th

Back on

ank you,

the record.

Your Honor.

CROSS EXAM NATI ON

BY MS. HEDMAN:

Q Good afternoon, Ms.

Susan Hedman and

Attorney Gener al

Mol er.

My name is

| amwith the Office of the

and

| represent the

Illinois in this docket.

A. Good afternoon.

Q Good afternoon. \V/ S

3 of page 1 of your

testified that

presi dent for

Mol er |,

peopl e of

on |lines 2 and

prefiled testinony you have

you are currently executive vice

gover nnment al

and public policy for Exel on,

is that

and environmental affairs

correct?



10

11

12

13

14

15

16

17

18

19

20

21

22

224

MS. HEDMAN:  Your Honor, may | approach the
wi t ness?

JUDGE WALLACE: Yes.

MS. HEDMAN: | am giving the witness a nunber
of documents that were admtted into evidence this
morning | believe you will find famliar.

MR. RI PPI E: Sadly, | do not have a copy of it.

MS. HEDMAN: Oh, dear

THE W TNESS: One of these is a duplicate.

MR. RI PPI E: If I could just borrow sonmebody
el se's copy. Thank you.

BY MS. HEDMAN:

Q Ms. Mol er, please review AG Cross Exhi bit
whi ch was adm tted into evidence this morning. Does
t he organi zational chart in this exhibit depict
Exel on's corporate structure?

A. It's current corporate structure, yes,
ma' am.

Q And in your role with Exelon Corporation I
take it that you are an executive vice president of
the entity that appears at the top of the chart

which is | abel ed Exelon, is that correct?
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A No, technically I am enpl oyed by Exel on
Busi ness Services Conmpany as required by PUHCA
Exel on itself has no enpl oyees. Those of us who
serve nultiple business units are required to be in
the service conmpany via the public utility hol ding
company. That's what | nmeant.

Q And Commonweal th Edi son for which you are
testifying in this proceeding is an Exelon operating
conpany in Illinois public utilities, is that
correct?

A. Correct.

Q And the Exel on subsidiary of which ComEd is
a part is Exelon Energy Delivery Conpany?

A. Correct.

Q And is that a Del aware corporation?

A | don't know. | believe so but | don't
know. Maybe a Pennsylvania corporation. W are a

Pennsyl vani a cor porati on.

Q Exel on - -

A Cor p.

Q I's a Pennsylvania corporation?
A Pennsyl vani a cor poration.



10

11

12

13

14

15

16

17

18

19

20

21

22

226

Q I f Exelon's proposed merger with Public
Service Electric and Gas occurs, are you expected to
be executive vice president for government and
environmental affairs and public policy of the
mer ged entity?

A Yes, | am  That has been announced.

Q Coul d you pl ease review the docunment marked
AG Cross Exhibit 3? Does this organizational chart
accurately depict your expected role in Exelon
El ectric and Gas?

A. Yes.

Q And could you review AG Cross Exhibit 27

A. Is that the post-nerger one? This one
doesn't have a number.

Yes.
A.  Thank you, yes.

Q And could you identify the box with which

you will be affiliated in the post-merger framework?
A. It is denoted here as EEG Services, Exelon
El ectricity -- Electric and Gas Services Conpany.

It is a service conmpany, just as | am currently

empl oyed by Exel on Business Services Conmpany.
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Q Thank you. Ms. Moler, in connection with
your enployment at Exelon Corporation do you have a
conpensati on package that includes Exel on stock
options?

A.  Yes, | do.

MS. HEDMAN: Would you please mark this as AG
Cross Exhibit 77

(Wher eupon AG Cross
Exhi bit 7 was marked
for purposes of
identification as of
this date.)

MR. RI PPI E: Ms. Hedman, if you are prepared to
represent to me that these are true and accurate
copies of SEC filings, | am prepared to stipul ate
that they are SEC filings.

MS. HEDMAN: | would be willing to stipulate to
that. These are SEC filings that were downl oaded
fromthe Exelon Corp. website.

MR. RI PPI E: Fair enough.

JUDGE WALLACE: Are you noving that one?

MS. HEDMAN: Your Honor, | would nmove that AG



10

11

12

13

14

15

16

17

18

19

20

21

22

228
Cross Exhibit 7 be admtted into evidence.

MR. RIPPIE: And presumably the purpose for
which it is being offered is some attenpt at
I mpeachment by showing interest, is that the point?

MS. HEDMAN: It is sinply being offered because
Ms. Mol er is appearing in this proceeding as a
wi t ness on behalf of Commonweal th Edi son, and the
peopl e have a right to know if Ms. Moler could
personally benefit as a result of the outcome of
this case which is ultimately a case that wil
determ ne how much money Illinois ratepayers will be
required to pay for electricity purchased from
suppliers that m ght well include a subsidiary of
t he conpany where Ms. Mol er serves as executive vice
presi dent.

MR. RI PPI E: | really wasn't objecting. I was
aski ng what the purpose was and | think you have
said that that was the purpose. So | have no
obj ecti on.

JUDGE WALLACE: All right. AG Cross Exhibit 7
is admtted.

(Whereupon AG Cross
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Exhibit 7 was adm tted
into evidence.)

MS. HEDMAN:  Your Honor, | believe you already
had this this morning.

JUDGE WALLACE: Okay.

BY MS. HEDMAN:

Q Ms. Moler, | have given you two docunments
which this morning were marked as Cross Exhibits 5
and 6.

A. VWhich is which?

Q The two-sided docunment is Exhibit 5. The
singl e-sided document is Exhibit 6.

A.  Thank you.

Q I's Exhibit 5 a program for presentation on
September 21 that the Illinois Conm ssion sponsored
i n connection with the Post-2006 Initiative?

A It doesn't have a date on it but | would
presunme it is. Oh, | found it on the back. Yes.

Q Did you attend this event?

A, No, ma'am | did not.

Q Would you please review the document which

| gave to you a few m nutes ago that has been marked
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as AG Cross Exhibit 6? 1Is this an invitation to a
Post - 2006 Roundt abl e Speakers Di nner on Septenber

20, 20047

Q And did you receive one of these
I nvitations?

A. | don't knowif | received the invitation.
| attended the dinner. So presumably I did.

Q Did any other ComEd or Exel on enpl oyees,
consultants or attorneys attend that dinner?

A. There was quite a large crowd. There were
ot her Exel on, ComEd peopl e present.

Q Can you specifically recall any individuals
who were there?

A.  John Rowe, nmembers of this Comm ssion. I
beli eve Comm ssi oner Ford was there and | know
Comm ssi oner Wight was there and Comm ssi oner
Hurl ey was there.

Q And Comm ssi oner O Connell -Di az?

A | don't remember if Comm ssioner
O Connel | -Di az was there. | believe she was, but |

am not positive about that.
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Q And do you recall whether Conm ssioner --
FERC Comm ssioner Pernell (sp) was present?

A.  Yes, she was. Yes, | recall her. Yes, she
was.

Q All right. And do you know whet her ConEd
or Exel on provided any financial support for that
particul ar dinner, either directly or through the
[l1inois Energy Association?

A | have no idea. | would note that
government enpl oyees were expected to pay for their
own di nner.

Q Do you know whet her government enpl oyees
actually did pay for their dinner?

A | presume they did, but | don't know that.

MS. HEDMAN: Thank you. | have no further
gquestions.

JUDGE WALLACE: Further cross of Ms. Moler?

MR. Gl ORDANO: Yeah, | just have one or two.

JUDGE WALLACE: M. G ordano.

CROSS EXAM NATI ON

BY MR. Gl ORDANO:

Q Ms. Mol er?
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A. M. Gi ordano.

Q | would like to refer you to page 6, |line
121, of your testinmny where you testify -- you are
testifying about PIJM s active market monitoring
unit, correct?

A. Yes.

Q Isn't it true that the PJM mar ket
monitoring unit will not have a role in monitoring
ComEd' s proposal auction?

A. No, that is not true. The PJM market
nonitoring unit has authority to review all
transactions within PIM  The auction proposal is a
whol esal e proposal where sellers in the auction, in
the market, would sell in the whol esal e market, and
| would expecting M. Bauer, the PJM mar ket
monitoring unit head of staff, to be actively
i nvol ved.

Q Okay. | believe that's different than the
response to a data request but it certainly is
somet hing that we would prefer. So you expect that
they will be actively involved in monitoring the --

can you el aborate a little more? WII they actually
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be involved and be at the auction monitoring the
process?

A. No, | would not expect themto be at the
auction monitoring the process. They nonitor
routinely. They have a large staff. They routinely
monitor, as ny testimony indicates, generators bids
for certain markets. They | ook at the hol ding.

They | ook at pricing patterns. They |ook at prices
for ancillary services. They report routinely,
simul taneously to the PJM board and to the Federal

Energy Regul atory Comm ssion. They do not nmonitor

at retail, but the auction in reality is a wholesale
transaction to serve retail |oad.

Q I am still not follow ng exactly how t hey
will be involved or how you expect themto be
I nvol ved. How will they -- there is a three-day

review process after the fact; this is ny
under st andi ng proposed by ComEd, correct? Now, do
you expect the PJM marketing monitoring unit to be
involved in that three-day review process of the
reasonabl eness of the power purchases in the

aucti on?
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A | do not expect themto be -- | expect them
to be involved in preparing for the auction and in
maki ng sure that there is nothing untoward that they
are aware of going into the auction by way of
generators' bids into the PJM marketplace. | do not
expect themto be a part of the actual auction
itself. That's why you have someone who runs the
auction as well as an independent monitor of the
auction.

Q But how will their |ooking at what's going
on before the auction have an inpact on what
suppliers are actually bidding into this auction?

A. Their job is to make sure that entities
serving customers in the PIM market are |living by
the PJM rul es, that they are not bidding
I nappropriately into the PIM market which is a
single across the scope of PJM both daily, hourly
and a m nute by m nute auction. They are just the
cops on the beat of the PJM marKket.

Q They are and they have a | ot of know edge
about the pricing in PIM don't they?

A. They are very professional.
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Q So would you endorse the PJM market monitor
actually being -- | know that ConmEd has now endorsed
the concept of Staff being involved in the auction
Itself. Since the PIJM market nonitoring unit has
such good information on pricing and behavi or, would
you support their direct involvement in the auction?

A | don't believe that that is a role that is
contempl ated by the PIM rules for the MV,

Q Meani ng that it wouldn't be all owed by
the --

A.  They have plenty to do as it is. They are
not staffed to do individual auctions. They do not
currently participate in the New Jersey BJF auction,
nor do they participate in the Maryl and RFP, and
woul d not anticipate that they would do that.

Q Are you famliar with Dr. Laffer's proposal
for descending clock pay as bid auction?

A No, sir, | am not. | know what pay as bid
means but | am not famliar with his particular
proposal .

Q Wuld it be your testimony that a pay as

bi d approach would comply with the Edgar criteria?
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A It would have to be considerably nore
el aborate than a sinmply pay as bid.

Q But your primary -- you testify that on
page 9, lines 192 to 194, the best evidence that a
utility is paying a fair price to its affiliated
suppliers is evidence that the utility chose the
affiliate after conparing its offer to the offers of
competing suppliers and found it to be the | owest
cost offer, isn't that correct?

A. That is one of the Edgar criteria. There
are other Edgar criteria that are also relevant and
there is -- that would have to be followed, if you
will, met, if you will. You could do it as pay as
bid or you could do it on the structure that is
before this Conm ssion.

Q And could you also do it through an RFP,
correct? You said that in your testinony.

A | say that in nmy testinmony. | do not
believe an RFP process is nearly as transparent or
as open or as much of a slam dunk for meeting the
Edgar criteria as the kind of proposal that is

included in the Illinois auction proposal because it
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I's much nmore open.

Q But it has been accepted by FERC as an
approach, hasn't it?

A. It was accepted by FERC before they did
their latest clarification of the Edgar criteria. |
don't know if it would be at the present time.

Q And that was a pay as bid approach with the
RFP t hat was accepted by FERC, correct?

A. You coul d characterize it that way. It is
not ordinarily characterized that way.

MR. Gl ORDANO: | have nothing further. Thank
you, Your Honor.

JUDGE WALLACE: Any ot her questions of

Ms. Mol er?
MR. ROSEN: | just have one question. [ 11
just Iimt nyself again, but.

CROSS EXAM NATI ON
BY MR. ROSEN:
Q As far as you know the only provider of
electricity to residential customers that are
requiring electricity through an auction is New

Jersey?
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MS. DALE: Excuse me, we can't hear the
attorney.

BY MR. ROSEN:

Q As far as you know the only -- is that any
better?

MS. DALE: Yes, that's better.

BY MR. ROSEN:

Q The only place that is utilizing a clock
auction is New Jersey, to your know edge, isn't that
correct?

A.  Yes. Other states have considered it but
the only one that is currently using one is New
Jersey, that is correct.

MR. ROSEN: Not hi ng further .

JUDGE WALLACE: Any other cross for Ms. Ml er?
Eric or M. Robertson.

MR. ROBERTSON: Thank you.

CROSS EXAM NATI ON

BY MR. ROBERTSON

Q Ms. Mol er, could you please turn to pages 9
and 10 of your direct testimony?

A Yes, sir.
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Q And there you indicate that FERC woul d be
in your opinion be confortable accepting a contract
bet ween ComEd and an Exel on Generation affiliate
that resulted fromthe process ConmEd is proposing,
is that correct?

A. As it says on line 206 and the top of page
10, | would say yes, | believe it woul d.

Q Now, woul d you agree that the Conm ssion --
by Comm ssion | mean Illinois Comerce Conm ssion --
approval and oversight of the process is one of the
reasons FERC woul d be confortable with the process?

A | believe that the Illinois Comrerce
Comm ssion's endorsement of an auction proposal
woul d be very inportant to FERC. I do not believe
it would be dispositive.

Q And likewise if the Comm ssion, this
Comm ssion, the Illinois Commerce Comm ssion, were
to forego approval of the auction and ComEd el ect ed
to proceed with the auction process anyway, the
Comm ssion's failure to approve would not be
di spositive either, is that correct?

A. Correct.
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Q Wuld a finding by the Comm ssion, the
Illinois Comm ssion, that the process proposed by
ComEd woul d provide customers with adequate supply
at the | owest avail able cost also give FERC contort
in approving the ComEd proposal?

A. Yes, it would, and we hoped it achieves
such a finding.

Q And |ikewise if the Illinois Commerce
Conmm ssion were to find that there were another
mechani sm t hat woul d produce the | owest avail able

cost, FERC would be |l ess confortable with the ComEd

proposal, is that correct?

A. | am sorry, | got lost in the m ddle of the
sentence.

Q I n your opinion would FERC be | ess
confortable with the ComEd proposal if the Illinois

Comerce Commi ssion were to find that the proposal
woul d not necessarily be productive of the | owest
avai |l abl e cost ?

A, As | said earlier, | believe that the view
of the Illinois Conmerce Comm ssion would be very

i mportant to the Federal Energy Regul atory
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Comm ssi on but not dispositive. | believe if we nmet
t he Edgar criteria otherwi se, then the Comm ssion
woul d be likely to endorse such a proposal. The
converse has been true where state's have endorsed
ot her processes and FERC has rejected themin any
case because they have not met the Edgar criteria.

MR. ROBERTSON: Not hi ng further, Your Honor.

EXAM NATI ON

BY JUDGE WALLACE:

Q Ms. Mol er, very briefly, what is the Edgar?

A. Edgar is a case that was originally
enunciated in 1991. | remenmber it because | was a

member of the Federal Energy Regul atory Comm ssion

at the tinme. It involved an affiliate transaction
i nvol vi ng Boston Edi son Conpany. It said briefly
that the Comm ssion would not approve affiliate

contracts unl ess parties present evidence of direct
conpetition between affiliated and non-affiliated
suppliers or other record evidence that supply
equi val ent confort to FERC.

Since that time 14 years ago, FERC has

el aborated on the Edgar case considerably. The



10

11

12

13

14

15

16

17

18

19

20

21

22

242
standards are becom ng even nore prescriptive. The
Commi ssion has characterized itself as increasingly
concerned about affiliate transactions. Their
| at est enunci ation on the subject was about a year
ago last July after they held a technical
conference, and they said that Edgar is still good
| aw but then they el aborated a bit on some new bells
and whistles, if you would, that they would apply
that are a little nmore prescriptive as to the type
of process that one has to be engaged in, an open
process, under an auction nonitor, manager, that

sort of thing, if one is going to enter into an

affiliate contract. | covered this in the workshop
presentation that | gave in this room about a year
ago.

Q | don't think I was invited.

A. Sorry you m ssed it.

Q \What was the -- does the most recent case
have a name?

A Yes, it is called All egheny Decision. |
woul d be happy to get you the cite.

JUDGE WALLACE: Thank you. Any redirect?
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MR. RI PPI E: No, sir, there is none.
JUDGE WALLACE: All right. Thank you,
Ms. Moler. You may step down.
(W tness excused.)
JUDGE WALLACE: Let's take a five-m nute break.
(Wher eupon the hearing
was in a short recess.)
JUDGE WALLACE: Let's go back on the record.
MR. RIPPIE: Your Honor, ConEd's next witness
Is Ms. Arlene Juracek. She is in the witness box
and was sworn earlier today, so to speak.
JUDGE WALLACE: Pl ease proceed. | guess we can
call it the dock.
MR. RI PPI E: No, let's not.
ARLENE JURACEK
called as a Wtness on behalf of Commonweal th Edi son
Conpany, having been first duly sworn, was exam ned
and testified as foll ows:
DI RECT EXAM NATI ON
BY MR. RI PPI E:
Q Good afternoon, Ms. Juracek, how are you

t oday?
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A | am fine.

Q Have you prepared or caused to be prepared
under your direction and control prefiled rebuttal
testinmony for subm ssion to the Illinois Commerce
Comm ssion in this docket?

A Yes, | have.

Q I's that testinony designated ConmEd Exhi bit
9.0 with attachments thereto designated 9.1 through
9.77?

A. Yes.

MR. RIPPIE: For the record, Your Honor, that
was filed on e-Docket and has the e-Docket seri al
number of 60092 on July 6.

Q Ms. Juracek, do you have any additions,
corrections or clarifications to nmake to that
testimony?

A No, | don't.

Q If I were to ask you the same questions
t hat appear in that testimny today, would you give
me the same answers?

A Yes.

Q Have you al so prepared or had prepared
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under your direction and control surrebuttal
testinony for subm ssion to the Comm ssion in this
docket ?

A Yes.

Q And is that testimny designated ConEd
Exhibit 17.0 with attached 17 -- Exhibit 17.1
t hrough 17. 37

A. Yes.

MR. RIPPIE: For the record, Your Honor, that
was filed on August 19 with an e-Docket reference
number 61487.

Q Ms. Juracek, are there any additions,
corrections or clarifications you wish to nake to
Exhibit 17.07?

A.  Yes, there are four.

Q What is the first?

A. The first is at line 576 and this is sinply
an error of spell check, | suspect. It reads, "The
m gration analysis in lieu of the mtigation plan."
It should read "the mgration analysis in |ight of
the mtigation plan.” And again that was |ine 576.

Q And the second?
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A. The second is at page 33, line 742, and
believe it was filed as an errata. It says, "The
seni or secured debt rating.” It should read, "The

| owest secured debt rating."

Q And is the same change intended to be made
in the attached SFC which that paragraph quotes?

A.  Yes, it is.

Q And what is the next?

A. The next is a discussion in the paragraph
at lines 814 through 823 on page 36. And upon
rereading, it became apparent to ne that it m ght
appear to be in conflict with Dr. LaCasse's
testinony at line 422 to 439 in her surrebuttal.

And | needed, | felt, to clarify for all of us here
that this is tal king about supplier participation in
any final revisions to the SFC. And ny testinmony is
that | agree with Dr. LaCasse that to the extent
there are any housekeepi ng changes, that they be

al l owed to be nade. But | also agree with her that
t hose changes should not be of such significance

t hat they would somehow underm ne or not be in

conformance with the Conmm ssion's order. So | was
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meaning to sinmply reject any future changes that
m ght cause the Comm ssion's order to be in peril.

Q And what was the final?

A. The final change is --

JUDGE WALLACE: You are on page what, 367

THE W TNESS: That was -- and the pagi nation
may be different, | suspect, depending on how you
print it out, but it's the paragraph at 814 to 823.
It says, "Providing for a formal period for stil
additi onal supplier input..."

JUDGE WALLACE: Okay.

A. The fourth change is at lines, the
di scussi on under the Q and A that begins at line
905.

JUDGE WALLACE: Wait, | am sorry, go back.

What is your change?

THE W TNESS: My change is to -- there are no
specific wording changes but to sinply clarify ny
intent that my intent had been that housekeepi ng
changes would be all owable but that changes that--

JUDGE WALLACE: Okay, you are not changi ng

anything starting at the paragraph on |line 814?
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THE W TNESS: NO, | amnot and | am
basically --

JUDGE WALLACE: Go on to the next change, then.

A. The next change, the final change, is the Q
and A at line 905 through 917. This is
M. Huddl eston's concern about the starting tinme of
the contract, the supply contract, and at |line 916
It says, "Electricity under the SFC nust begin
flowing with the hour ending 0100 EPT." That should
be with the hour starting 0100 EPT on January 1,
2007. So basically power needs to flow at the hour
begi nni ng at 2400 on December 31 which would be 0100
on eastern time. Those are the changes.

MR. RIPPIE: Your Honor, if it is your
preference, we are happy to put the at |east three
textural revisions in an errata, put it on e-Docket.
Alternatively, we can have copies with the line in
to the court reporter. Sorry we didn't have time to
file this on e-Docket prior to today.

JUDGE WALLACE: If you could change those and
file it on e-Docket, that would be good.

MR. RI PPI E: Il will do so.
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Q Ms. Juracek, with those four exceptions if
| were to ask you the questions that are presented
in Comed Exhibit 17 today, would you give me the
same answers?

A Yes, | will.

MR. RIPPIE: Your Honor, | have no further
questions for this witness and I would offer in the
record, into evidence rather, ComEd Exhibits 9.0,
9.1, 9.2, 9.3 and, 9.4, 9.5 through 9.7 and Exhibits
17.0 through 17.3.

JUDGE WALLACE: All right. | am sorry, could
you go back through those? 9.0 and what others?

MR. RI PPI E: 9.0 through 9.7 and 17.0 through
17. 3.

JUDGE WALLACE: Al'l right. What is 17.17

MR. RI PPI E: 17.1 is the red line -- no, | am
sorry, 17.1 is a collection of testinony and two
orders relating to the proceedings in which the
transfer of certain generating assets was approved
as, Your Honor, Ms. Juracek says in the body of her
testinony, that is being offered for a |limted

pur pose.
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JUDGE WALLACE: All right. And then the 17.2
is a docunment putting competitive power markets to
the test?

MR. RI PPI E: And that is a report, actually I
think it is a series of a couple reports, which is
al so being offered for the purpose of responding to
Dr. Rose's characterizations of trends nationally.

JUDGE WALLACE: And then 17.3 is the CPPB
supplier forward contract with some changes in it?

MR. RI PPI E: In red Iined form, vyes.

JUDGE WALLACE: All right. Any cross of
Ms. Juracek?

MS. SPI CUZZA: Yes, Your Honor.

CROSS EXAM NATI ON

BY MS. SPI CUZZA:

Q Good afternoon, Ms. Juracek. M name is
Mari a Spicuzza. | am an assistant state's attorney
with the Cook County State's Attorney's office. On
page 7 of your surrebuttal testinony, and | am
referring to lines 158 and 159, you claimthat
opponents to the auction have not identified a plan

in this docket that would provide Illinois consumers
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with the electricity that they need, is that
correct?

A. That is correct.

Q It is ConEd's responsibility to provide the
power to Illinois residential and small business
customers, correct?

A. Yes.

Q The scope of this docket is just a review
of the tariffs that are proposed by ComEd?

A. This is ConmkEd' s proposal, that is correct.

Q And is there any other power procurenent
pl an being reviewed in this docket?

A. ConmeEd' s proposal is being reviewed. To the
extent other parties have problems with that
proposal, | think the burden of the evidence -- and
| am not a | awyer -- shifts to themto bring forth
their alternatives.

Q But ComEd hasn't proposed any other power
procurement plans?

A.  That's right.

Q Also on page 7 of your surrebuttal you

i ndi cate that ComEd owns no generation and after the
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expiration of the mandatory transition period must

| ook to the whol esale market, is that right?

A. Yes.

Q And Illinois law did not require ConEd to
transfer and/or sell its generation during the

mandatory transition period, is that correct?

A. Certainly.

MR. RI PPI E: Can | object to the formof the
question? And | will |eave you this once and we can
have an understanding, if you are asking for
Ms. Juracek's understanding and we all agree that
she is not giving a | egal opinion.

MS. SPI CUZZA: Okay, yes.

A 16- 111D certainly facilitated the transfer
but it did not require it.

Q And when ConmEd transferred its generation,
it was aware that it had service obligations to
residential and small business customers in
Il1linois, correct?

A. Yes.

Q On page 8 of your surrebuttal testinony at

line 179 you state, "ComEd, which cannot manage such
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Do you know how many econom sts and ot her experts
work for ComkEd and Exel on?

A. Econom sts and ot her experts is a rather
broad questi on.

Q How about econom sts?

A. | don't know.

Q Are you really saying in that quote that

ConmEd doesn't want the risk?
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A. No, | am saying that ComEd does not now nor

has it ever had the resources or the organization to

manage the risk of procuring a full requirements
product.

Q You don't know, though, whether there are
any econom sts on staff at ConEd?

A | know that there are at | east several.
don't know the exact number. But there are
econom sts.

Q And they don't have the skills to manage
the risks then?

A. It takes more than being an econom st to

manage the skills. |t takes sophisticated power
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training skills and experience with the various
products and tools that are available in the
mar ket pl ace.

Q And does ConmEd have that expertise on
staff?

A. It has some famliarity with those tools
but it has no expertise.

Q Turning to page 8 at lines 193 to 194 of
your surrebuttal, you state, "First off, no market
supplier of whol esale power and energy must or will
sell at bel ow open market rates,” is that correct?

A. Yes.

Q Yet you would agree that since electricity

cannot be stored in any meaningful way, that

producers do want to sell their power, is that
right?
A. | am not sure what the storage aspect has

to do with the question but a generator who wants to
be in business generally needs a custoner.

Q And would you agree that there is no one
mar ket for power in the United States?

A | would agree with that statement. It is
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you say market rates?

an open mar ket

opportunities to sell,

A

reason or incentive to sel
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So what market are you referring to when

| am stating generally that where there is
where suppliers have many

t hey have absolutely no

bel ow what they could

have got . Essentially, marketers have opportunity

costs and they are very aware of what those

opportunity costs are.

Different procurement methods may result i

Q
different prices, is that right?
A Yes.
Q And when you say no market supplier would

sel |

sayi ng that

at bel ow open market rates, are you really

Exel on can make more at an auction?

A. No.
Q If there were no auction in Illinois would
Exelon still try and sell power to ConmEd customers

at a reasonable price?

still

A

need to procure power

If there were no auctions, ComEd woul d

in some fashion.

n
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Q I am sorry, did | say ConmEd? Wuld Exel on,
| am sorry, still try to sell power to ConEd at a
reasonabl e price?

MR. RI PPI E: Let me object to the question,
pl ease. The foundation for that question is -- what
Is the basis of -- other than Ms. Juracek's
testi nony about market behavi or as a whol e?

MS. SPI CUZZA: I n her surrebuttal testimny she
testifies that no market supplier of whol esal e power
and energy nust or will sell at bel ow open marKket
rates. So | am --

MR. RIPPIE: Just to be clear, | have no
obj ection to you questioning Ms. Juracek about the
behavi or of sellers in general. | took your
gquestion to inply that she had specific know edge
about the intention of Exelon Generation, and there
is no foundation for that question.

MS. SPI CUZZA: | am asking a hypotheti cal
gquestion, Your Honor.

MR. RIPPIE: Wth that understanding | have no
probl em

THE W TNESS: A. Okay, again, if there were
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no auction and ComEd still retained an obligation to
serve customers, it would need to procure its needed
supply in some fashion. As to whether or not Exel on
Generation would be willing to sell that under

what ever hypothetical scheme in |ieu of an auction
I's proposed, | really can't answer.

BY MS. SPI CUZZA:

Q On page 11 of your surrebuttal testimony at
lines 249 to 250 you state, "The prudence, justness
and reasonabl eness of ConEd's proposal to secure the
power and energy its retail customers need are
central issues in this docket." Yet ComEd has not
provi ded a price of generation for the Comm ssion to
review in this docket, is that true?

A. There is no specific numeric price. The
price that we are presenting is the price that would
result fromthe auction process.

Q And has ConEd provided with these tariffs a
schedul e showing all rates and other charges and
classifications as required under Section 9-102 of
the Act?

MR. RIPPIE: Object to the formof the
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guestion. It contains a |egal conclusion which |I do
not happen to agree with, but that's not quite
rel evant .

JUDGE WALLACE: Overrul ed. Go ahead and answer
t he questi on.

A. ConEd has provided the tariffs it believes
are necessary in order to affect its procurement
proposal and that is the narrow scope of this docket
as | understand it.

Q And do they show all the rates and ot her
charges?

A. Yes.

Q And could you tell me where that is?

A I think Rider CPP is |like tons of pages
long and it is very long and it is all contained in
all those pages.

Q Does it have a nunber?

A. VWhat do you nean by a nunber?

Q Are there actual prices shown in Rider CPP?

A First of all, let me state that there are
many tariffs that are forrmula tariffs that contain

no numbers. Rider CPP has a process with an
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algorithmthat is designed to lead to a charge that
woul d - -

JUDGE WALLACE: MWhat's the answer to the
question, please?

A. There is no specific number nor do |
beli eve that one is required.

Q How woul d a consumer read the tariff that
the Comm ssion is review ng and know what price they

woul d be paying for electricity?

A Until the auction is run and the
translation process is run, there will be no price.
Q How can the Comm ssion analyze this filing

and conmpare the rates in the ComkEd approach with the
ot her approaches to determne if it is just and
reasonabl e?

A It would exam ne the process to determ ne
whet her or not the results of the process were
deemed to be just and reasonabl e conpared to
alternative processes that m ght be considered or
proposed by others.

Q But it won't be able to conpare the rates

prior to the auction taking place?
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Q And are you really seeking in this docket
if it is approved the end of any review of
generation rates in Illinois?

A. No.

Q Have you filed any contracts with your
proposal ?

A. Yes.

Q On pages 13 to 15 at line 306 of your
surrebuttal -- strike that.

MS. SPI CUZZA: | have no further questions,
Your Honor.

JUDGE WALLACE: Anyone el se have cross of
Ms. Juracek? M. Rosen.

CROSS EXAM NATI ON

BY MR. ROSEN:

Q Good afternoon, Ms. Juracek. Have |
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pronounced that right? Good afternoon, Ms. Juracek.

| am Larry Rosen. I amwith the Citizens Utility
Boar d. How | ong have you worked for Commonweal th
Edi son?

A. Thirty-two years.
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Q And are you also enmpl oyed by one of the

Exel on conpani es as wel | ?

A My paycheck comes from the Exel on Business

Servi ces Conpany and, as Ms. Moler has testified

earlier, that's because of PUHCA issues. I

supervi se people both at PECO and at ConEd, so |

resi de at BSN and allocate nmy t
Q Do you have a title wi
Services Conmpany?

A. My title is Vice presi

i me.

th the Exel on

dent Of Energy

Acqui sition for Exelon Energy Delivery.

Q Do you have stock opti
Cor poration?

A. Yes.

Q And what is your speci
Commonweal t h Edi son now?

A. | am Vice President of

at both ComEd and PECO

ons with Exel on

fic title with

Energy Acqui sition

Q And what does that nean?

A. That means that | ami

n charge of the

departnment that at ConEd is basically the | oad

serving entity and handl es all

the daily operations
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which PIJMrequires as a |load serving entity. W

al so get involved in PUHCA contracts, Qualified
Solid Waste Energy Facility contracts, things
related to the whol esal e procurement of power. On
t he PECO side we do that, plus we manage the Retail
Cust omer Choice Operations in Philadel phia.

Q From 1997 t hrough 2006 there has been a
rate freeze in effect for customers of Comonweal th
Edi son, isn't that correct?

A. Yes, and a 20 percent reduction for
residential customers.

Q And Exelon Generation is one of the
conpani es that has been supplying electricity to
Commonweal t h Edi son during this time period, isn't
that correct?

A Specifically, it has been the only conpany
supplying us electricity since 2000.

Q And at sonme point Commonweal th Edi son knew
t hat that contract was going to end?

A. Yes.

Q When did Commonweal th Edison first start

di scussing ways of acquiring electricity from other
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generators, including Exelon, know ng that that
contract to supply electricity would open at the
end?

A. I would think at some point in 2003 the
di scussi on began.

Q So you agreed with the testimony of
M. Clark that procurement discussions began in
20037

A. Yes.

Q And that was prior to the initiation of the
Post - 2006 comm ttee, wasn't it?

A. Yes.

Q And was there also discussion in 2003 about
an auction process being utilized to acquire
electricity?

A.  Through Novenmber of 2003 our goal had been

to acquire Illinois power and in that process also
gai n approval for a single source affiliate
contract. So that's where we were headed.

Q All right. But nmy question is by the end
of 2003 was the auction process being discussed

wi thin Commonweal th Edi son about a means of
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acquiring electricity from generators?

A.  \When it becane clear, both through the
failure of the Illinois Power proposal as well as
observi ng what FERC was doing with respect to
strengt hening the Edgar standards, we began to | ook
at conpetitive procurement methodol ogies, and the
auction proposal as we were observing it in New
Jersey was one of those.

Q And that was in 20037

A. Yes.

Q And that was again prior to the Post-2006
comm ttee being initiated, isn't that correct?

A. Ri ght. And again |I would enphasize, it was
one of several procurement nmethodol ogies that we
were | ooki ng at.

Q  \What other procurement policies were you
| ooking at at the time?

A.  We analyzed whether we should do a
hori zontal procurement which would be active
portfolio management, vertical procurement, and RFP
versus declining clock auctioning. | think many of

the 12 scenari os that were discussed in the Post-'06
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Initiative came to m nd.

Q At what point did Conmonweal t h Edi son
conclude that it wanted to use an auction process to
procure electricity?

A. | think sometime in m d-2004.

Q And so it went into these commttee
meetings wanting to be a proponent of the auction
process, isn't that correct?

A. I think we had a predisposition to think it
was the right methodol ogy, but we certainly
entertained a very robust -- and that's nmy word,
robust -- discussion of all the methodol ogies. W
wanted to make sure we covered the water front.

Q But for all practical purposes you were --
ComEd was a primary proponent of the auction process
going into the commttee meetings, isn't that
correct?

A | don't knowif | would say we were a
pri mary proponent, but certainly we found that
process to be attractive.

Q Ot her than New Jersey, what other

jurisdictions or entities or whatever are conducting
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a clock auction Iike the one being proposed here?

A. | think New Jersey is the only one doing it
for electricity. There has been experience --

Q That answered my question, thank you.

A. I n Canada.

Q I am not tal king about Canada; | am tal king
Unite States.

A. As well as hone.

Q You got that in?

A | am sure Dr. LaCasse will el aborate on
t hat.

Q By the way, when was Dr. LaCasse hired?

A | don't know.

Q Was it prior to the formation of the 2006
commttee?

A. | don't know.

Q How about Hogan? Do you know when he was
hired?

A. Oh, gosh, we have been working with Dr.
Hogan for years so | can't articulate when this
particul ar engagement versus just our general

association with Dr. Hogan began.
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Q How | ong has Commonweal t h Edi son been
wor king with Dr. Hogan?
A I don't know that for a fact. M. Naumann
can tell that you.

Q And Dr. Hogan is part of a group, is he

not ?
A.  Uh- huh.
Q And what is the name of that group?
A LECG, | believe.

Q How | ong has Comonweal th Edi son used t hat
particular group as well?

A | don't know.

Q And as far as you know was Dr. Hogan
empl oyed by that company during the entire time you
were using him?

A | don't know.

Q Now, obviously during your 32 years with
Commonweal th Edi son you are famliar with what a
rate case is, isn't that correct?

A. Yes.

Q Al right. And typically in a rate case

you would come -- and | mean you being Conmonweal th



10

11

12

13

14

15

16

17

18

19

20

21

22

268
Edi son, not specifically you -- but typically ComEd
would come in in a rate case and justify among ot her
things the amount it has paid for electricity, isn't
that correct? | know it is a general statenment but
that's typically done. In other words, you justify
what you pay before the I CC after you have al ready
paid that price?

A It would depend on the nature of the case,
what revenue requirement you were seeking recovery
of . If in fact it included a commodity, then that
woul d be fair game.

Q Well, if it included the acquisition of
electricity, would that be fair game?

A.  The process or the price?

Q Both, in a prudence review, in a rate case?

A In a rate case or in a prudence review. W
are jumping all over the place here.

Q How about a rate case? We will take that
first.

A In a rate case where we were seeking the
recovery of just and reasonable costs, if in fact

the rates of concern covered the procurement of
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that electricity would be part of that case
Q Are you famliar with Edgar, by the way?

That's been somet hing that has been di scussed here

earlier?
A. Yes.
Q You are famliar with that case. ls it
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true that that Edgar standard was primarily designed

to prevent an affiliate from charging nore than
mar ket rates to its other affiliated conpany?

A. Yes.

Q When | mean nore, | am tal king about
charging nore than market rates?

A. Yes.

Q Now, under the proposal that is part of
this proceeding, is it correct to say that you are
asking the ICC to perform a prudence review of the
process that Commnweal th Edi son intends to use at
the auction at the end of 20067

A.  Asking the Comm ssion to approve a
requested process as being just and reasonable and

prudent.
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Q And if they approve it the way you have
proposed it, then the amount you pay for electricity
under the process would be passed through to the
consumer or to the customers of Comonweal th Edi son?

A. Yes.

Q And as far as you know, the way the process
works is that the auction manager has only one day
to submt to the ICC, the Illinois Commerce
Comm ssion, what the results of the auction are?

A. That's my under st andi ng.

Q Is it also your understanding that the |ICC
has only three business days after the auction
closes to either approve or disapprove of the prices
that resulted fromthe auction?

A. Yes.

Q And that's the only prudence review after
the fact that you are asking the ICC to perform,
isn't that true?

A. | don't believe that's a prudence review.

Q Well, what is it then? It is no prudence
review at all?

A. | believe it is a reviewto insure that the
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processes were followed and that the aucti on manager
was confortable that there were no fatal market
anomal i es that occurred during the running of the
aucti on. It is basically to insure that the result
is fair, for want of a better word.

Q And the auction manager, that's, as far as
t he proposal is now, the auction manager is going to
be hired by Commonweal th Edison, isn't that correct?

A. Yes.

Q And has there been some di scussion that
LaCasse be hired as the auction manager?

A. | don't know.

Q VWho woul d know t hat?

A M. McNei l.

Q Is it your understanding that Ms. LaCasse
woul d be hired as the auction manager?

A. Since | am not involved in that contract, |
can't say.

Q Okay. Now, what happens if the | CC doesn't
approve the auction process that is part of this
proceedi ng? What's Comonweal th Edi son going to do

t hen?
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A Well, first of all, we would hope that it
would in the way that the evidence would | ead us
t here. If the | CC does not approve what we have, |
t hink we would have to read the Comm ssion order and
read the totality of the testimony in the docket and
then go fromthere, depending on what caused that
di sapproval or that |ack of approval.

Q Has there been any di scussion at
Commonweal t h Edi son about what they are going to do
if the Illinois Commerce Conm ssion doesn't approve
this process?

MR. RI PPI E: M. Rosen, to the extent that you
are asking this witness to comment on what ComEd's
| egal strategy is to respond to a hypothetical order
of this Conm ssion, | object. It calls both for
specul ati on and potentially for invasion of
privileged conversations.

JUDGE WALLACE: Overruled. Go ahead and answer
t he questi on.

THE W TNESS: In light of Mr. Rippie's
objection | lost track of the question. Could

you - -
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BY MR. ROSEN:

Q Has there been any discussions that you
know of at Commonweal th Edi son about what
Commonweal th Edi son is going to do to acquire
electricity if this auction process isn't approved?

A. No.

Q So they are putting all their eggs in one
basket, if that's a fair characterization?

A Well, there is a worse case fall back which
Is that we passively buy the capacity and the energy
fromthe PIJM market.

JUDGE WALLACE: | am sorry. | didn't
under st and you.

A.  That we would buy the capacity and energy
and ancillary services |ike we have fromthe PIJM
market. As a |oad serving entity, we have the
ability to do that.

BY MR. ROSEN:

Q Under that scenario you acquire the
electricity through the PJM market and this auction

process isn't approved, then you would have to come
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before the Illinois State Comrmerce Comm ssion as
part of a rate case to recoup sonme of the expenses
or moneys you paid to acquire that electricity,
isn't that correct?

MR. RI PPI E: | renew ny objection that he is
asking very conplicated questions about the ability
of the Comm ssion to interact with purchases done in
a regul atory way by FERC. If you are asking this
witness's | ay understandi ng of what she knows from
non-privileged conversations, that is fine. But
that i s not what you are asking her.

JUDGE WALLACE: Well, with M. Rippie's
instructions go ahead and answer the question.

A. Well, as M. Clark indicated, we do intend
to file a rate case. And let ne add that this
procurement case | don't consider to be a rate case.
This is a -- although there is a rider that outlines
a process and a met hodol ogy for flowi ng charges
through to customers, it is not a rate case in the
context of the usual large rate case that goes on.
We will be filing such a case relatively soon and |

believe that this procurement in that case basically
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dovetail together. And so when you specul ate about
a failure of a result in this case, | think you need
to think about what is the result going to be in
t hat case and what other alternatives come out. I
really can't specul ate on what we woul d do, though,
If this case fail ed.

Q You have no idea either way?

A. I don't know because again it depends very
explicitly on the reasons for why it fail ed.

MR. ROSEN: | have nothing further, Your Honor.

JUDGE WALLACE: M. Stahl?

MR. STAHL: Yes, thank you.

JUDGE WALLACE: Wuld you like to nove up to
the table?

MR. STAHL: Sur e.

JUDGE WALLACE: Wuld someone be gracious
enough to give hima spot?

MR. STAHL: M. Exam ner, David Stahl on behalf
of M dwest Generation.

JUDGE WALLACE: Oh, we got pronoted a couple
years ago.

MR. STAHL: Judge, Your Honor, it has been



10

11

12

13

14

15

16

17

18

19

20

21

22

276

awhil e since | have been here. | have m ssed a | ot.
| think we have reserved 15 m nutes.
CROSS EXAM NATI ON

BY MR. STAHL:

Q And I would like to turn, Ms. Juracek, to
the current version of the supplier forward contract
which if | understand correctly is attached to your
surrebuttal testimony in a red |lined version. Is it
Exhi bit 17.3?

A. Yes.

Q And as a prelimnary question | know
M. McNeil sponsored an earlier version of this
contract and you have sponsored two versions
subsequent to that. Are you the person nost
knowl edgeabl e about this contract and speaking on
the conmpany's behalf with respect to it at this
poi nt ?

A. Yes.

Q Could you turn to page 52 of the exhibit?
This is Article 9 Billing and Payment. And there
are really two sections | would |like to ask you

about, Section 9.2 and then 9. 3. And et nme first
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state my understanding for you of how these two
provi sions work, and then you can tell me if | am
wrong, okay?

A. Okay.

Q 9.2iv on page 52 provides that if the
statement shows a net amount owed by the conpany to
the supplier, the conpany shall pay such anount

unl ess di sputed and then it tal ks about tim ng.

First of all, the company itself will be preparing
this statement, will it not?
A. Yes.

Q And does this say that once the statement
is issued, the conmpany shall pay the anount on the
statement unl ess the conmpany di sputes the statement?

A. Little roman numeral four just says unless
di sput ed. It doesn't say by whom So | think it
woul d allow for either party to dispute the
st at ement .

Q And in the event either party disputes the
statement, the conmpany will not make the payment, is
that correct? |In other words, if there is a

di spute, the conmpany may withhold the anmount of the



10

11

12

13

14

15

16

17

18

19

20

21

22

payment ?

further

A. Yes,
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al though | believe that | recal

sections here that say only the disputed

anmounts should be withhel d.

Q Correct.

And | believe that's 9.3 where it

says the disputing party shall pay only the

undi sput ed portion of

| ead you to believe,

t he statenment. That woul d

would it not, that if the

conpany who has prepared this statenment then

di sputes the statenment, it is entitled to withhold

from the supplier

statement ?

t hat

A I

f that

is correct.

odd

t he amount of the disputed

circunmstance were to occur,

| think this allows for both

parties to behave in such a way because there are

payment s t hat

Q But it

not, that

i s al

go both ways.

so your understanding, is it

it is the company that is going to be

maki ng the vast

agreenment;

bul k

t he nmoney

of paynents under this

Is going to be falling fromthe

conpany to the supplier if everything works the way

It

shoul d,

isn't

t hat

correct?
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A.  Assum ng that the supplier makes its
appropriate PJM payment, for exanple, yes.

Q Right. Do you have any estimate of the
relati ve magni tude of paynments flowing fromthe
conpany to the supplier as opposed to the supplier
to the conpany under this agreement?

A. | would suspect the bul k of the paynents
woul d be from the conpany to the supplier.

Q Right. Allowi ng the conmpany to withhold
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di sputed amounts pursuant to a statement that it has

itself prepared, can you explain to me what the
busi ness reason is for that?

A. Again, because this is two way, it would
allow either party to withhold a paynent that it
di sputed. So while the company will be preparing
the statement for the energy, there may in fact be
payments going the other way that are disputed

Q But according to your understandi ng that
the bul k of the payments will be flowing fromthe

conpany to the supplier, this is a provision that

will have a grossly disproportionate benefit to the

conpany as opposed to the supplier, wouldn't you
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agree with that?

A.  Assum ng that the company does not
capriciously dispute statements, | don't know why
this would be overwhel mngly in favor of either
party.

Q Do you recall any discussion at the conmpany
about the need or the desirability for this set of
provi sions that we have just been discussing?

A | think over the course of the |ast severa
mont hs since about Decenmber when we have been
engaged with suppliers and other parties on the
| anguage in this supply forward contract, there has
been a | ot of discussion about all the sections of
the contract, including the dispute provisions.

Q Do you recall any particular discussion
about the need for or the business justification for
this provision or this set of provisions we have
been di scussi ng?

A. Basically, my understanding is that this
follows standard comercial practice that the
di sputing party may withhold di sputed payments.

Q Do you recall attaching to your rebuttal
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testinony a response that you filed to various
suppliers who comented on a number of contractual
provisions early on in the coll aborative process

that led to the SFCs?

A. Yes.

Q | think that's Exhibit 9.17

A. Il think it is 9.2.

Q Well, there is actually two of them  There
is a 9.1 and a 9. 2. I am | ooking at 9.1 now. Now,

do you recall that early on in this process M dwest
Generation objected to these provisions that we are
tal ki ng about now?

A.  As these exhibits indicate, there were
many, many provisions that we discussed and, quite
frankly, M. Stahl, | don't remember this one
specifically. So you will have to point me to some
speci fic | anguage here

Q Sure. Take a | ook please at page 9 of
Exhi bit ComkEd 9.1, the bottom of the page,
wi t hhol di ng of disputed paynents.

A Yes.

Q And you see the issue framed "M dwest
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Generation argues that the provision of Articles 9
and 11 regardi ng payment disputes are highly
unfavorable to the supplier,” that's the issue we
are discussing now, is it not?

A Yes, uh-huh.

Q And you see the company's response which
s, quote, the provisions to which M dwest
Generation objects are essentially the same as those
contained in the New Jersey agreement. There is no
evi dence that those provisions have proven
unwor kabl e. Do you recall what evidence the conmpany
had as of the time of Exhibit 9.1 that these
provi sions were either workable or unworkabl e?

A Physically there was a | ack of evidence
concerning these provisions that there was any issue
surroundi ng them

Q Do you recall that instead of -- well, do
you recall now that the 9.3 allows the party
di sputing the statement to have 90 days before it
has to substantiate that dispute? And | think you
will see that, Ms. Juracek, on page 54 of this

Exhibit 17.3. It says, "The disputing party shal



10

11

12

13

14

15

16

17

18

19

20

21

22

283
present the dispute in witing and submt supporting
documentation to the non-disputing party within 90
days. "

A. Yes.

Q So, in other words, if the conpany disputes
its own statenment, it can give itself another 90
days before it has to justify that to the supplier,
I's that your understanding?

A. Yes, al though, for example, | m ght give
you an exanple that m ght be applicable directly to
your client. This statement is going to depend on
meter to mount for electricity in our zone and we do
what we call a zonal checkout which means every
single day we check the meters on all the generators
and we do the tie line checkouts and in house fl ows.
Let's hypothetically say there is a issue with a
meter on a M dwest Generation plant and perhaps the
amount is in dispute. Because of some issue with
regard to access to the meter or something Iike that
that -- | amnot alleging that that would happen but
| am com ng up with a hypothetical in which although

ComEd prepares the bill off of meter to mount, in
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fact, the supplier, in this case a physical supplier
t hat has generation, m ght have contributed to the
reason for that dispute.

Q Al'l right. And it is also correct, isn't
it, that under these provisions that if in fact the
company turns out to be wrong and has disputed the
statement inproperly, all that happens is that the
supplier gets its noney with interest at what's
referred to as the federal fund effective rate?

A. | believe that's correct, yes.

Q Do you know what the federal fund effective
rate has been on the average over the |l ast three
mont hs?

A. No .

Q That's published on the Federal Reserve
website, is it not?

A. | would assume so.

Q Do you know if it's averaged |l ess than two
percent over the |l ast six nonths?

A Il will take your word for it. | don't
know.

Q If in fact the only sanction on the conpany
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for wongfully withhol ding paynments is that it pays
t he amount that it owed plus interest at |less then
two percent, what kind of deterrent is there against
the conpany from acting, | think you used the word,
capriciously before in w thhol ding payments?

A. There is a huge process incentive here. | f
we start willy nilly disputing payments and really
messing up our cash flows and our accounting, it
does none of us any good. | deally this would work
smooth as silk. W would get our meter readings, we
woul d issue the bills, the money would transfer back
and forth. W have absolutely no reason to now
create an issue that is going to distract the
resources of the energy acquisition department that
is going to be in charge of making sure these
billings happen correctly.

Q You could, could you not, by withhol di ng
payments from a supplier wreak havoc on that
supplier's financial condition and make it
I mpossi ble for the supplier to perform under the
contract, if you wanted to?

A. That's a fairly strong hypothetical. Let
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me stress it is a hypothetical and ComEd has no
interest in doing what you are proposing. But
certainly a capricious exercise of this clause is
somet hing that we would not be interested in
exerci sing.

Q Just one final question, Ms. Juracek.
There is another provision. | would just like to
ask you about any discussions you may have of the
i ndemni fication provision in 14.1 on page 58 of this
same Exhibit 17.3. And again let me state ny
under st andi ng of how this works and if you di sagree,
|l et me know. But as | understand this
i ndemni fication provision, if the company -- strike
that. |If the supplier contributes or causes a
circumstance that leads to a loss that a third party
intends to hold the conpany |iable for, then the
supplier has to indemify the conpany unless the
conpany has been grossly negligent or has engaged in
wi Il Il ful m sconduct, is that correct? |Is that your
under st andi ng?

A. Right, it is clarified that except to the

extent that a court of conpetent jurisdiction
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determ nes that the |osses, penalties, expenses or
damages were caused wholly or in part by the gross
negligence or willful m sconduct of the conmpany.

Q And the | osses covered under this provision
i nclude the statutory, | will refer to them as
penalties for |lack of a better word, under 16-125 of
the Public Utilities Act, is that correct?

A. Yes.

Q So unl ess the conmpany has been shown by a
court to be grossly negligent or have engaged in
wi Il ful m sconduct, the conpany will pass its 16-125
liability to a supplier if the supplier was a cause
of that loss, is that your understandi ng?

A I think that | anguage in the agreement is
that were caused by or occurs as a result of an
accident or om ssion by a supplier.

Q That's not solely as a result of an act or
om ssion by a supplier, is it? That could be sinply
a contributing cause, correct?

A | am going to have to defer to | ega
counsel on the specific nmeaning of those words

because I amfam liar enough with liability causes
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to know that words have specific terns.

Q And that's fine and | amnot interested in
a legal interpretation. But let me do ask you a
question. Do you recall any discussions within the
conpany about the business justification for this
provision in general ?

A. | believe, M. Stahl, that either you or
one of the M dwest Gen attendees at one of our
wor kshops raised this issue, and in response to that
I ssue we did discuss it and our conclusion was as
you see in the contract.

Q Ri ght . But aside from whatever colloquy we
may have had at that workshop, do you recall any
I nternal business discussions at ComEd? | am not
asking for |l egal advice that your attorneys gave you
but any discussions about the business
justifications for this Section 14.17

A I think the business justification are as |
st at ed. If you are the cause of the outage, then
you bear the liability, and we left it at that.

Q That's the rule; if you are the cause, you

bear the liability?
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A. Yes.
MR. STAHL: Thank you. | have nothing further.
MS. SATTER: | have some questions.

JUDGE WALLACE: Ms. Satter.
CROSS EXAM NATI ON

BY MS. SATTER:

Q Good afternoon, Ms. Juracek.

A Good afternoon.

Q | am going to start with your rebuttal
testimony which | believe is ComEd Exhibit 9.0. On
page 2 of your testimony you claim support from a
list of interests, including state governnmental
bodi es. You say that some of this support is shown
by testi mony or parties, quote, otherw se
comment i ng.

A.  Wuuld you point me to a specific line?

Q Page 2, lines 35 and 38. Now, when you
refer to parties otherwi se conmmenting, you mean
parti es whose conments are not part of this record
in this case, is that correct?

A. Basically, | amaware that there were

|l etters of support filed with the Comm ssion and so
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they were not in the nature of specific testinmony
but supportive coments that were nmade at the time
we made our filing.

Q So those parties who were not subject to
Cross exam nation are the parties you are referring
to?

A. | amreferring to any party who filed
supportive coments.

Q Okay. And to the extent that they are not
written testimony, you still think that the
Comm ssion should rely on themin its determ nation
of this case?

A. Certainly, they are part of the | andscape
in which this docket is being conducted, and | think
t hey should be consi dered, yes.

Q On page 4 of your testimony, | believe it
is line 68, you refer to nore than $3 billion that
[1linois consumers have saved as a result of
electric restructuring. My question to you is, are
you referring to the statutory rate reduction that
was put into place by the 1997 | aw?

A. | believe this covers the statutory rate
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reduction, the mtigation factor and the CTCs,
generally all the sources of savings for consumers
as a result of the | egislation.

Q Now, woul d you agree with me that ComEd has
received billions of dollars in transition and
stranded cost recovery during the period after the
1997 Act was passed?

A. | don't know what the total dollar amount
is but, yes, we have received stranded cost
recovery.

Q Do you know the order of magnitude?

A. It is relatively | arge. I am sinmply
unawar e of what that nunmber is at this point in
time.

Q Now, your responsibilities currently at
ComEd include being in charge of energy acquisition,
is that correct?

A. Yes.

Q And as part of your responsibility for
energy acquisition do you oversee the contracts of
Exel on Generati on and ot her generators?

A. Yes.
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Q And those other generators could include
qualifying site facilities, wind generators,
cogeneration facilities?

A. Yes.

Q But you al so oversee the contract with
Exel on Generation?

A. Yes.

Q And in your testimny you address several
nmodi fications to the supplier forward contracts
referred to as SFC, correct?

A. Yes.

Q And did you draw on your years of
experience at Commonweal th Edi son to eval uate the
parties' proposal and make judgment about what
contract terms would be appropriate?

A. Among ot her things, yes.

Q And woul d you agree that you cannot
eval uate the contract terms without your operation
and generation plant experience?

A | would say, first of all, | have no
operation plant experience. | participated in

bui l ding a nucl ear plant but never operating one.

292
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The answer is, no, one need not have plant operation

experience to evaluate these contracts. These are
not plant specific contracts.

Q Okay. Would you agree that your knowl edge
of the terms and conditions necessary to procure
energy that you have devel oped over the |l ast few
years since the 1997 Act have assisted you?

A. Yes.

Q Now, you also address various nodifications

to the auction rules in your testimony, is that
right?

A. Yes.

Q And you agree with the Staff recommendati on

t hat Commonweal th Edi son should report the reason
for a breach and term nation of SFC to Staff?

A. Could you point me to my testinony?

Q | believe that's on page 16. Right, that's

under 13, although this is the sunmary.

A Yes.

Q Now, assum ng a breach of an SFC, is it
true that Commonweal th Edi son woul d be responsi bl e

for obtaining replacement to supply?
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A. Yes.

Q And woul d Conmonweal th Edi son obtain
repl acement supply in the nost reasonabl e manner
that it coul d?

A. | believe Mr. MNeil |ays out some criteria
as to how we woul d obtain that supply, depending on
how much life is remaining in the contract or how
close to the running of the auction that this breach
actually occurred. So under the parameters of
M. MNeil's criteria, we would behave reasonably.

Q Would Commonweal th Edi son attenpt to
m nimze the costs to consumers in obtaining
repl acement supply?

A.  Again, subject to the criteria, if we were
a matter of days away, for exanple, fromthe end of
a contract and it was nost expeditious to actually
go to the real time market rather than seek sone
mnimzing strategy for three days, we would have to
consider all the facts of the case

Q And would some of those facts include time
of year?

A. | think the facts would nmore appropriately
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cover how much remaining time in the contract was

i nvol ved and what type of a replacement procurement
process could be run reasonable to obtain the

repl acement power.

Q And you would take these actions to
m nim ze costs to consumers, despite the fact that
Commonweal t h Edi son receives no benefit from | ower
prices, is that correct?

A. Certainly, we value our consuners and are
concerned about impacts on their bills so we would
seek to behave in a way that best mtigated any
adverse i npacts.

Q And you would do that regardless of the
fact that Commonweal th Edi son's parent and
affiliate, Exelon Generation, m ght stand to benefit
from such a purchase?

A. | guess | don't understand the nature of
t he questi on.

Q Would you seek to mnimze the cost to
consumers of Conmmonweal t h Edi son despite the fact
that as a seller Exelon Generation m ght want to

maxi m ze his prices?
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A | think any seller would want to do the
best it could in a procurement, but again depending
upon the nature of the procurement there are many
options that are available to us. W mght split
the tranches among all the wi nning bidders. W
m ght need to go to the real time market. We m ght
need to run an auction all over again. And
M. MNeil |ays out those criteria. So he in
particular, given the devel opment of the Edgar, is
t hat whatever we do be nondiscrimnatory and that it
not favor an affiliate, for exanple.

Q Now, woul d you make the sanme efforts to
obtain fair and reasonable supply ternms whet her the
breach was due to a Conmmonweal th Edi son wrongful act
or the wrongful act of a supplier?

A I think as far as ny daily operations are
concerned, | would want to make sure that we had
supplies appropriately procured and I would | eave
the default finding to someone el se.

Q Do you believe that the conpany would make
the sanme efforts regardl ess of where the fault was

ultimately determ ned by sonebody el se?
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A. Yes.

Q Can you descri be how or whether your
responsibilities as vice president of Exelon Energy
Delivery are different fromyour responsibilities at
Commonweal t h Edi son?

A. Basically, | have a responsibility at the
Exel on Energy Delivery | evel because | have both
PECO and ConEd responsibilities. And among the
things that I try to do are to adapt best practices
from both Phil adel phia and Chicago and insure some
uni formty of operation across Exel on Energy
Delivery. So it is very operationally focused and
it is geared toward | earning from both Phil adel phi a
t hat has been in PJM from day one and ComEd that may
have been in existence since May of 2004.

Q Still in your rebuttal testinmny, on page
52 you say prices can neither be too high nor too
low. So my question to you is, is it your position
t hat market prices cannot be questioned as too high
or too | ow because they are set by market?

A. Right. Given that the process we are

proposi ng we believe draws fromthe liquidity and
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depth of the market and we are fortunate to be in
the PJM mar ket place which supports that liquidity
and depth, the market is the market, and I think we
have heard that several times today.

Q Is it your position that there are no
non- mar ket standards by which to judge whether a
mar ket price is too high or too |ow?

A | think you heard M. Clark indicate
earlier that we are very concerned about bill
I mpacts and he has suggested that we will continue
to look at ways to mtigate those inpacts. W have
already testified that we find M. Lazare's approach
at mtigating interclass allocation inmpacts and
M. Clark indicated we will continue to work to see
if an overall mtigation proposal can be workabl e.

Q So then a bill impact woul d be one
consi deration to assess whether or not a price is
too high or too low, a price that comes out of a
mar ket, is that correct?

A No. Let me distinguish between running the
auction and passing judgment on a resulting price in

the auction. Bill impacts there have no place in
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judging the quality of that price. That is process
oriented and should | ook at the depth and liquidity
of the markets and the behavi or of the market
partici pants. What we are concerned about is nore
fromthe rate design inmpact, the bill inpact,
recogni zing that we are comng off of a nine-year
transition.

Q Is it your position that it is
i nappropriate to | ook at cost data in determ ning
whet her a price is too high or too |ow?

A We will be |ooking at cost data. Our costs
will be the prices obtained from suppliers in the
mar ket pl ace.

Q \What about | ooking at the cost to
suppliers?

A.  We have no business | ooking at those costs,
any nore than we have | ooking at the costs of a
supplier of transformers. Basically, we | ook at the
price for the product that is bid to us.

Q So in determning -- in accepting a price
of any product, is it true that Commonweal th Edi son

woul d not try to discern the costs that go into that
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price?

A. Remenber what we are asking for here is a
full requirement | oad follow ng product. It is a
very conmpl ex product which can be assenbl ed through
an infinite variety of portfolios. If you are
suggesting that we then go and analyze the
portfolios that each of the bidders is submtting, I
woul d suggest that it is simply not our role and
that is the role of the auction manager to insure
that the process is run correctly.

Q So do | understand your answer to be that
Commonweal t h Edi son woul d not | ook at the underlying
costs that go into a supplier's price?

A. That is correct.

Q Woul d Conmonweal t h Edi son consi der rel evant
the profit levels of the suppliers who are
participating in the auction?

A | think the PIJM market monitor m ght
consi der those relevant and others who are observing
behavi or in the marketplace. But ComEd is not
equi pped to judge auction outcomes on sone

subj ective measure of whether or not we think
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someone too profitable.

Q But you do think that a market nonitor or
an entity that is monitoring an auction m ght
consi der that factor?

A. I think that's one of the jobs of the
mar ket monitor, is to look to see if market power is
bei ng exerci sed.

Q And that's one way to determ ne market
power, is to |l ook at profit |ogs?

A | am not the expert there and |I would
suggest Dr. Hieronynmus or Dr. Hogan could deal with
t hat.

Q And would you agree with me that it is also
possi ble to | ook at possible market distortion such
as those that occurred in California in assessing
whet her a market price is a fair price?

A. Lots of things happened in California, so |
am not sure what you are referring to. But | think
certainly the auction manager, the market nonitors,
have access to information concerning what's going
on in the marketpl ace.

Q | would like you to turn to your rebuttal ?
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A Surrebuttal ?

Q Surrebuttal, excuse me.on page 3, starting
on line 61, you say the auction results in purchases
fromthe | owest cost vendor. My question to you is
shouldn't you qualify that statement by saying the
| owest cost vendor for the product offered, that is
for the full requirenments |oad follow ng contracts
avai |l able on the day of the accident for the time
period of the contract?

A. Yes.

Q On page 4, lines 85 and 86, you refer to,
quote, unjust and unfair review of the outcome of
t he procurement decisions after the fact. ls it
your notion that an after-the-fact review is al ways
unfair and unjust?

A. After-the-fact review can be constructed in
a very productive way and in fact that's what we are
proposing, is that we gather together and assess how
to inprove the next process. But assum ng that
everything happened according to a process that was
al ready approved and that there were no nmarket

aberrati ons observed, it was a reasonable result,
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then there is no reason to go and take a second | ook
at the results.

Q So woul d you consider a second | ook unfair
and unj ust under those circumstances?

A. Yes.

Q Do you agree with me that the Conmm ssion
has historically done an after-the-fact review of
power purchase costs, fuel costs, under the Uniform
Fuel Adjustnment Clauses?

A. If you are Iimting your question to the
fuel clause, yes, | agree to the fuel clause.
However, there have been ot her purchase agreenments
where there has been no Staff review

Q And you are also aware that the Conmm ssion
revi ews gas purchase adjustment clause charges on an
-- well, on an after-the-fact basis?

A. Ri ght, but | would point out that we are
not requesting either of those in this case

Q Now, on page 8 you suggest that CUB/ Cook
County witness Dr. Steinhurst and AG witness Reny
testified that they could obtain electricity at

bel ow open market prices. Can you tell me what you
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mean by open market prices?

A. Basically, there is either an implicit or
explicit inference in intervenor testinony that
somehow ComEd can beat the market, that we can get a
better deal by managing the portfolio ourselves
I nstead of having 28 portfolio managers conpete head
on to provide us a low price product. G ven what |
know about the markets and the opportunity costs of
t hese bidders, | have no clue why anyone would think
that we would do any better.

Q Is it your position that Comonweal th
Edi son personnel |ack sufficient know edge of the
whol esal e mar ket ?

A It is not that we |ack know edge of the
mar ket. However, we do not today, nor have we ever,
procured from the market in a conpetitive fashion a
full requirements product. And so we sinply
don't -- are not set up to perform that function.

We woul d have to create that function in the
company.

Q But you do procure electricity in other

forms, in other words, forms other than full
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requirements contracts?

A. Right. As you indicated, we have the PURPA
contract. We have the Qualified Solid Waste Energy
contract, and we have our full requirements PPA with
Exel on.

Q And before the 1997 Act you had ot her
purchased power contracts as well, isn't that
correct?

A. Let me make it very clear, before the 1997
Act we did not need to create a full requirenments
mar ket - based portfolio. It was a different world in
whi ch we owned physical assets and then we basically
just traded around the edges.

Q So in trading around the edges you
purchased from the whol esale market as it existed at
that time?

A.  Yes, or we sold to that market.

Q Or you sold to that market. So you did
participate in the market at that point in time?

A. Yes.

Q Prior to 1997.

A. Yes, but it was a very different market
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t han we have today.

Q Is it also your position that Commonweal th
Edi son personnel | ack know edge of the operation and
cost of electric generation to participate in the
mar ket ?

A. I think anyone can get on the PJM website
and | ook at the prices, so there is certainly no
| ack of know edge of pricing in the marketpl ace.

JUDGE WALLACE: Okay, would you please answer
t he question?

A.  The PJM nonal prices are the visible prices
at the generation nodes. So we will be able to get
the price that the market is dictating at those
vari ous nodes.

JUDGE WALLACE: Wbuld you please read the
gquestion back?

(Wher eupon the
requested portion was
t hen read back by the
Reporter.)

JUDGE WALLACE: Try that one.

A.  The PJM generator nodes tell us hourly what
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t he generator --
JUDGE WALLACE: No, answer the question,
Ms. Juracek, please. It was fairly straight
f orward.

THE W TNESS: And | think nmy answer is fairly
straight forward. W have access to generation
nodes pricing information.

JUDGE WALLACE: That is stricken. Answer the
question, please. Do you need it read back, again?

THE W TNESS: Pl ease. I am not trying to be
difficult here. | amjust trying to give you an
answer so, question.

MS. SATTER: Would you like me to restate the
question?

JUDGE WALLACE: No. Wuld you read it back
agai n please, Carl a?

(Wher eupon the
requested portion was
t hen read back by the
Reporter.)

A No.

BY MS. SATTER:
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Q Thank you. Is it your position that
Comonweal t h Edi son personnel |ack the know edge of
t he generation resources available to serve
customers in its service area?

A. | believe we at this point in time |ack the
know edge needed to transact business with
generators in the way we woul d envision the auction
suppliers to transact that business. So while we
have a general |evel of know edge, we don't have the
specific know edge.

Q So you woul d agree with me then that
Commonweal t h Edi son personnel have know edge of the
generation resources available to serve its
custonmers?

A. Only in a very general sense. W have not
solicited bids or information from specific
generators, other than what we are doing in the
sust ai nable energy initiative with respect to wi nd
generati on.

Q Begi nni ng on page 16 of your surrebuttal
you di scuss the testinony of AG witness David

Ef fron. | have some questions to you about that.
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A Okay.

Q Do you agree with M. Effron that the
average price paid by Commonweal th Edi son to Exel on
for electricity in 2004 is $31.51 cents per megawatt
hour ?

A | | ooked at M. Effron's cal cul ations and
they seemed to be a reasonabl e approxi mati ons.

Q So you did not find any error in that
cal cul ation?

A | did not double-check his nunbers as to
their sources but on the face of the exhibits, they
appear to be okay.

Q And then you would al so agree that
Commonweal t h Edi son purchased 75,091,873 megawatts
from Exel on Generation in 2004 which is the nunber
cited on his exhibit?
| believe that's megawatt hours.

Yes, | amsorry, you are right.

But again that number | ooked reasonabl e.

o > O »F

And do you al so agree that if the actual
price of $31.51 per megawatt hour were to increase

to $45 per megawatt hour and that increase were
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passed al ong to ratepayers, that the additional cost
to ratepayers would be approximately $1 billion?

A. No.

Q And did you find an error in M. Effron's
cal cul ation that explains why you don't agree?

A. It is an error of logic, not an error of
cal cul ati on.

Q So if you followed his cal culation and
increased the price, the increased cost would be as
he determ ned, accepting his |ogic?

A. I will accept that his math was appropriate
for what he was -- the fornulas he was cal cul ating.

Q Now, do you think that the $45 per megawatt
hour amount is an unreasonably | ow estimte of what
ComEd woul d have paid for electricity in 2004 if it
had paid market prices for its supply?

A. | haven't done the analysis to see what
mar ket prices otherwi se would have been in 2004.

Q So you don't know whether that is |ow or
hi gh?

A. That is correct.

Q And do you think that the $45 per megawatt
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hour price is an unreasonable estimte for what
ComEd will pay for electricity Post-2006 if it pays
mar ket prices?

A We won't know until we run the auction.

Q So you don't know whether it is reasonable
or unreasonabl e?

A. That is correct.

Q Now, will you also refer to current
Commonweal t h Edi son purchases with various vendors
at mar ket prices as being no different from
purchasing electricity at market prices. Now, isn't
It true that when Comonweal th Edi son enters into
bil ateral contracts with these vendors, ComEd uses
Its know edge of its needs and its understandi ng of
the market for the particular item being obtained?

A. Yes.

Q Now, on page 6 of M. Effron's testinmony
did he calculate that Exel on Generation earned a
return on equity of 20.6 percent in 2004?

A | recall that's his calcul ation.

Q And you did not testify to any errors in

his calculation, isn't that correct?
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A.  That's right.

Q And did he describe this as earning huge
profits?

A. | don't recall. | am sure his testinmony
speaks for itself.

Q Do you recall whether he described the
return of 20.6 percent as being not |ess than
compensatory?

A. | recall his using those words.

Q Do you know if he offered any other
characterization of that return?

A | think the words you just indicated are
the ones that stand out.

Q Do you agree with M. Effron that a return
on equity of 20.6 percent is not |ess than
compensatory?

A. | guess | am going to have to ask what he
means by conpensatory. He didn't do any cal cul ati on
with respect to the opportunity costs that Exel on
Generation m ght have incurred by serving
Commonweal t h Edi son at the average price that he

calculated. So I am not sure what compensatory
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really means in that regard.

Q On page 19 you say that M. Effron's
cal cul ati ons provide no basis for concluding that
the reported Exel on Generation profits are due to
its contract to serve ComEd. That's on page 19, 428
t hrough 431. Now, do you recall that Dr. Hieronynus
criticized Dr. Steinhurst for ignoring actual
revenues in his testimny?

A. | believe | recall that, yes.

Q And woul d you agree with me that
M. Effron's calcul ations take into account the
actual revenues received at Exelon Generation in
20047

A | believe he makes a cal cul ati on using
actual revenues, yes.

Q And so these actual revenues include
revenues received from Commonweal th Edi son for
actual sales to Commonweal th Edi son for supply, is
t hat correct?

A.  That's my understandi ng, yes.

Q And the figures that he discusses al so

i ncluded actual sales to other customers of Exel on



10

11

12

13

14

15

16

17

18

19

20

21

22

314
Generation in 2004, do you recall that?

A. | believe he | ooked at total revenues to
Exel on Generation.

Q And woul d you agree with me that the size
of the actual sales from Exelon Generation to
Commonweal th Edi son are reflected in Exelon's
return?

A. Yes.

Q And isn't it correct that if the size of
the sales to ComEd and to the other parties remain
t he same, but the prices change, the changed in
Exelon's return would be as shown in M. Effron's
testi nony?

A | think M. Effron's calculation is
somewhat simplistic because we don't know what woul d
have caused those prices to be different.

Therefore, they m ght have affected the underlying
cost to Exelon Generation of its portfolio. Exelon
does not own physically all the resources that it
needs to make sales. So its costs m ght have gone
up in direct relation to the price increase that

M. Effron would like to inpute to its sales. So |
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believe that's where his analysis falls apart in
t hat regard.

Q But his analysis assumed all else held the
same, isn't that correct?

A. | believe that's what his analysis assumed.
However, | think that's an unrealistic assunption.

Q Okay. But with that assunmption his

cal culation is correct, isn't that right?
A. | believe he can do al gebra.
Q So you found no errors?
A. No.
Q And you did not identify specifically any

costs that you believed would change other than what
you just testified today?

A. No.

Q Are you aware that M. Effron used Exelon's
reported cost of purchased power as well as its own
cost of generation in his analysis?

A. As | recall he did use Exelon documents for
the source of his numbers

Q So woul d you agree with me then that he

used the current cost of purchased power as well as
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Exel on's cost in making his --

A. For that specific calculation. It is when
he does his sensitivity analysis that the |ogic
doesn't follow.

Q H s sensitivity anal ysis?

A. By increasing the price of power and then
trying to impute a different return to ExGen.

Again, we need to analysis the underlying cost to
ExGen that m ght have al so been altered.

Q But he assumed everything would be the
same, correct?

A. Yes.

Q You say on page 19, lines 443 to 445, that
there is nothing wong with Exel on Generation or any
supplier earning a profit when it accepts risks.

And you would agree with me that M. Effron did not
testify that there was anything wrong with Exel on
Generation earning a profit, right?

A. | don't believe he used those words, no.

Q And Mr. Effron also did not say anywhere in
his testinony that the Comm ssion should penalize

Commonweal t h Edi son by denying it recovery of actual
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costs?

A. That is correct.

Q So that was your interpretation of his
testi nony?

A My interpretation of his testimony is that
he was trying to infer that any increases in market
prices were related to the choice of a declining
clock auction as a procurement met hodol ogy and t hat
sonmehow t hat met hodol ogy led to some unfair results
to consumers.

Q So that's your interpretation?

A. That's ny interpretation and it is where |
found the flaw in his logic with respect to his
rat epayer inpacts. Rat epayers didn't pay the costs
of the 2004 contract.

Q Okay. At this point there is no question
pendi ng. Now, on page 20, lines 467 to 469, you say
to the extent that M. Effron inplies that Exelon
Generation's earnings indicate that it is collecting
unj ust or unreasonable rates, FERC has not agreed?

A. Yes.

Q Now, you would agree with nme that M.
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Effron did not say anywhere in his testimony that
Exel on Generation has been collecting unjust or
unr easonabl e rates?

A. Again, he didn't use those exact words, no.

Q Okay. Was it your conclusion that the
return that he identified, inmplies or indicates that
Exel on Generation is collecting rates that are
unj ust or unreasonabl e?

A. | think there is a silent inference, given
hi s pages and pages of testimony in this regard,
that there is somehow somet hi ng wrong with the
numbers. Hence, | have testified that in fact there
i's nothing wong with earning a profit on
gener ati on.

Q You woul d agree with me that M. Effron's

testinony is ten pages total?

A. | take Mr. Effron's testimony and | believe
he had - -

Q Is his witten testimny ten pages?

A | believe he had two testinonies; didn't he

have direct and rebuttal ?

Q No.



10

11

12

13

14

15

16

17

18

19

20

21

22

319
A. Okay, there is so many wi tnesses.
MS. SATTER: Okay, | have no further questions.
JUDGE WALLACE: All right. Let's take a
five-m nute break to allow Ms. Juracek to have a
drink of water.
(Wher eupon the hearing
was in a brief recess.)
JUDGE WALLACE: Let's go back on the record.
M. Augspurger, go ahead.
MR. AUGSPURGER: Thank you, Your Honor. I
woul d like to begin by asking that an exhibit be
mar ked for identification as the joint exhibit of J.
Aron Company and Morgan Stanley Capitol Group, |Inc.
(Wher eupon J. Aron and
MSTC Cross Exhibit 1
was mar ked for purposes
of identification as of
this date.)
MR. AUGSPURGER: Your Honor, | have marked
this. This has been marked Exhibit 1 of J. Aron and
Mor gan St anl ey Capitol Group, Inc. This contains a

responsi ve question submtted to Comonweal th
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Edi son. | have discussed this with counsel for
Commonweal t h Edi son and we have reached an agreenent
that Ms. Juracek could testify as to the contents of
this discovery response and adopt it as her own.
And on that basis |I would seek to move for this to
be adm tted into evidence
JUDGE WALLACE: Why don't you -- we still have
someone in Chicago so if you could speak into a
m crophone. All right. Let's call this -- we need
some smaller numbers here. Let's call it MSCG Cross
Exhibit 1, and M. Rippie has no objection to this?
MR. RI PPI E: | do not.
JUDGE WALLACE: All right. J. Aron and MSCG
Cross Exhibit 1 is admtted.
(Wher eupon J. Aron &
MSCG Cross 1 was
admtted into
evi dence.)
MR. Augspurger: And, Your Honor, based on a
that stipulation | have no questions for this
wi t ness.

JUDGE WALLACE: Okay. M. Feeley.
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CROSS EXAM NATI ON

BY MR. FEELEY:

Q Good afternoon, Ms. Juracek. M name is
John Feeley and | represent the Staff.

A.  Good afternoon.

Q | direct your attention to your surrebuttal
testi nony, page 32, and in particular at lines 723
t hrough 725.

A. Yes.

Q In your testinony you say that ComEd does
not expect that it would move to establish Iess
restrictive credit requirements w thout conferring
with the ICC or I1CC Staff. In view of this fact
ComEd has rempved the provisions fromthe draft SFC
and | have a series of questions for you on that.
Can you please describe in detail ComEd's proposed
procedure for discussing with the ICC or the ICC
Staff any proposal to reduce the SFC credit
requi rement s?

A I am not aware that we devel oped a specific
procedure or proposal in which to conduct that

di scussi on. I would imgine that we would follow
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our normal communi cations channel with you and set
up a meeting with Staff to discuss our concerns.

Q Shoul d ComEd move to establish | ess
restrictive credit requirements, do you know how
|l ong the I1CC or ICC Staff would have to review any
proposed reduction in credit requirements?

A. No, | don't know, and again we took that
provision out of the SFC so it removed that
di scretion fromourselves. So if we needed to
reduce the credit requirements, it would be a change
to the SFC and we would need to discuss with you the
best way to do it.

Q Do you know what input ComEd woul d seek
fromthe ICC or I CC Staff regarding any reduction?

A. | am aware -- | amnot an expert in this
area but | am aware that Staff has experts in this
area as well as ConEd and that we woul d engage in a
di scussion with those experts and take it from
t here. It was so hypothetical which is why we ended
up taking it out.

Q Okay. I have another |line of questions for

you. If you could go to page 24, your Exhibit 17.2?
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A Okay.

Q In particular lines 536 to 537, you state
that all ComEd has ever wanted to acconplish through
t he accuracy of insurance mechani sms proposed in
Rider CPP is to recover our true costs, no nmore and
no | ess. In stating that all ComEd ever wanted to
recover was its true costs, do you mean the true
costs as determ ned by ComEd?

A. Basically, the true costs, and I think
there m ght be an issue here that somehow ComEd
m ght have made an error in calculating those costs.
And we don't intend to profit fromthose errors, so
to speak.

Q Wuld you agree that reasonable differences
of opinion could occur between Staff or another
party and ComEd as to ConmEd's determ nation of true
costs?

A. Yes.

Q So, and you woul d agree that there is --
stri ke that. Do you have ComEd Exhibit 13.1
original sheet nunber 2697

A | don't, no.
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MR. FEELEY: WMay | approach?

JUDGE WALLACE: Yes.

BY MR. FEELEY:

Q Have you had a chance to revi ew ComEd
Exhibit 13.1 original sheet 269?

A. Yes, but if you could tell me where the red
line is comng from

Q This is ConkEd s exhibit?

A. OCkay. So we proposed changes to CPP after
the original filing. Okay, yes, | have read the
| anguage.

Q Referring to that exhibit original sheet
number 269, ComEd has agreed that for questions and
di sputes regarding the arithmetical accuracy of
charges on customers' bills, the ICC should not be
divested of its jurisdiction and authority to
i nvestigate informal proceedings, is that correct?

A. That is correct.

Q So is it your position that the I CC should
have some jurisdiction and authority to make sure

that the appropriate costs and revenues are
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considered in the determ nation of their rate?

A. Yes.

Q If you go to lines 541, and start at 541
and you go on in your answer starting at 546, is it
correct that you oppose Staff wi tness Knepler's
recommendation to delete certain |anguage which
limts the Comm ssion's oversight?

A. | think we took issue with M. Knepler's
| anguage. However, | understand that we generally
agree in principle on what it is we are trying to
acconmpl i sh through our | anguage

Q And would you agree that the issue is the
| anguage on ComEd's original sheet nunmber 269 and it
Is specifically with respect to the -- with respect
to the first paragraph that's the second, third and
fourth sentence, that M. Knepler recommended be
del et ed?

A. Yes.

Q And with respect to the fourth paragraph,
the issue is the second, third and fourth and fifth
sentences that M. Knepler recommended be del et ed?

A. Yes.
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Q Do you agree that the |anguage in that
di spute makes clear that the rates cal cul ated on
Ri der CPP may go into effect without further review
by the Comm ssion and that refunds are limted to
numerical errors and not after-the-fact inquiries?

A. | believe -- are you referring to
M. Knepler's |anguage or our |anguage?

Q The I anguage which M. Knepler recommended
be deleted from Ri der CPP?

A. Ri ght . Our intent was that it sinmply
allows for correction of arithmetical inaccuracies,
not for prudence

Q And are you aware of whether any sim|lar
type of sentence has ever been included in any
tariffs of ConmEd previously, in any other previously
filed tariffs?

A. | don't recall specifically what m ght be
in the MVI tariffs which also involve cal cul ation
But | have no first-hand know edge that this
| anguage appears in any other tariff.

Q Are you aware of whether any rate that

ComEd has offered has not been allowed to go into
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effect by the Comm ssion or any other entity?

A. If | understand your question, you have
asked nme if ComEd has ever proposed rates that the
Comm ssion has not allowed to go into effect.

Q Yes.

A. | am thinking of the tariff, the rider we
had ages ago, that was contract-based rates and it
went into litigation and the resulting tariff was
not what we had proposed. | am sure there have been
I nstances where ConmEd made a proposal and the
Comm ssion didn't allow it to happen.

Q Direct your attention to Iines 550 through
552, your surrebuttal.

A Okay.

Q And at those lines you indicate that if
this sentence is deleted, parties may argue that
retrospective prudence reviews are required, is that
your testimony there?

A. | think we believe that our | anguage
originally prevented the outcome that m ght result
in prudence, retrospective prudence reviews. So

that's what we were trying to prevent.
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Q So then the issue is the deletion of the
sentence -- strike that. So by including this
sentence you are attenpting to limt the
Comm ssion's and any other entity's authority
regarding the term nation of the prudence of the
auction process, correct?

A. I think we are simply trying to be as clear
as possi ble what our intent was, that this was a
mat hemati cal check, not a prudence check on the
procurement .

Q Is it possible that ComkEd woul d agree to
del ete the sentence at issue and replace it with a
sentence that the auction process as properly
enacted under the provisions of the tariff would be
consi dered prudent and that neither the Comm ssion
nor any other entity can pursue issues of prudence
of the auction process in any future regul atory
proceedi ng?

A. Well, | have not been party to discussions.
My understanding is representatives of the conpany
and Staff have been discussing suitable replacenment

| anguage. And our position is that we would like to
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reach an agreenment with Staff on the appropriate
| anguage.

Q The I anguage which M. Knepler proposed to
be elimnated was the followi ng: "The conmpany shal
not be required to obtain any consent or other
approval , whether prospective, contenporaneous or
retrospective fromthe ICC or any other entity in
order to issue bills containing such retail supply
charges or in order to collect such retail supply
charges.” \What is the intent of that sentence from
ConmeEd' s point of view? Why did ComEd -- why does
ComEd want that sentence included? MWhat is it
i ntended to acconmplish?

A You know, that sentence does not appear on
t he sheet you gave ne. So | am having trouble
putting it into context here

Q You responded to M. Knepler's direct
testinony, correct?

A. Right, but | amtrying to figure out the
rel evance between that and the exhibit you handed
me.

Q | am going back to -- in M. Knepler's
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del eted from ComEd's tariffs. And what | read to
you was one of the sentences, the first paragraph,
was from the first paragraph of original sheet
number 269.

A. | am sorry. It is late in the day and |
t hought what you just read me is not on sheet 269.

Q No, | am tal king about the sentence that
ConmEd originally proposed for this tariff.

A. Yes.

Q And M. Knepler recommended that it be
del et ed.

A. Okay.

Q Do you have a copy of M. Knepler's? Do
you recall M. Knepler's testinony?

A | don't have it with nme, no.

Q But you responded to the testinony of M.
Knepl er, correct?

A. Ri ght .

Q And he recommended that a section fromthe

first paragraph of ConmEd's original sheet number 269

be del et ed?
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Yes.

| read that sentence to you?

> O >

Yes.

Q And my question to you is, what was that
sentence intended to acconplish?

A. Woul d you read it one nmore time, please?

Q "The company shall not be required to
obtain any consent or other approval, whether
prospective, contemporaneous or retrospective from
the 1 CC or any other entity in order to issue bills
containing such retail supply charges or in order to
collect such retail supply charges"?

A. The intent there was once we run the
auction, we run the auction clearing price through
the print out. W would have charges which we could
then charge customers wi thout any subsequent
Commi ssi on review or approval of those charges in a
prudence sense. | think since then this paragraph
i ndi cates that we recogni ze that mathemati cal
accuracy is an issue and we do want to work with
Staff to insure that we are accurately cal cul ating

nunber s.
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Q And do you recall M. Knepler also
recommended that a sentence simlar to that be
stricken with regard to the AAF?

A. Yes.

Q And I will read that sentence to you. It
stated that, "The conmpany shall not be required to
obtain any consent or other approval whether
prospective, contenporaneous or retrospective from
the 1 CC or anyone other entity in order to issue a
bill containing any such stated AAF ordered or in
order to collect such AAF." And what is the intent
of that sentence?

A. The intent again is not to have any
regul atory |lag created by the need for a fornmal
review, that we would do the cal cul ati ons and pass
the charges through to customers.

Q You are famliar with Rider CPP, correct?

A Somewhat, not in all its intimte detail.

Q Do you know how many times the word
"prudence” or the words "prudence review' appears
Ri der CPP?

A. No.

n
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Q Would you agree subject to check that the
word "prudent" or "prudence review' does not appear
in Ri der CPP?

A. Sur e.

Q And is it correct that in your testinmony
you do not cite any section of the Public Utilities
Act which would bar the Comm ssion from conducting a
retrospective review of the prudence of the auction
process upon receiving a filed conplaint or on its
own motion?

A.  That is correct. | don't cite the Act.

Q If a complaint were filed with the
Commi ssion charging i mprudence with the auction
process, do you believe the Comm ssion would have
the duty and obligation to investigate the matter?

MR. RI PPI E: I would have to note the objection
to the extent it calls for a conclusion. She can
answer it to the extent she has a | ay understanding,
but | think that question didn't call for that.

A. We would have to | ook at the nature of the
obj ecti on.

Q If the Comm ssion on its own nmotion entered
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an order for the retrospective review of the
prudence of the auction process, what part of Rider
CPP woul d prevent the Comm ssion from going forward
with that investigation?

A. Basically, the first paragraph on sheet
number 269.

Q Are you famliar with Ameren Conpany's
filing in its procurenment packet?

A. In a general sense, yes.

Q Do you know whet her Ameren proposes in its
tariffs any simlar type of |anguage?

A. | don't know.

Q Direct your attention to lines 546 to 547.
You state there that the consequences of these
seem ngly mnor tariff revisions cannot be
under stated. They woul d be fatal to the effective
operation of the auction process and are of
sufficient inportance that ComEd cannot support the
process without them = When you use the phrase
"woul d be fatal to the effective operation of the
auction process," what do you mean by that phrase?

A. By that | mean this puts a bid regul atory
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out on the whole auction process and | woul d think
it would be a great concern to the suppliers who may
choose to not even participate in an auction with
that type of a post-prudence review. And in fact
woul d make it inmpossible for this procurenment
mechani smto work.

Q Is it your testinony that if the Conmm ssion
were to accept Staff's |anguage modifications,
original sheet nunber 269, that ComEd woul d not
participate in the auction process and woul d
continue with its existing rates as they are today?

A. That seens to be a conpound questi on. I
don't think we could live with keeping existing
rates as they are today, no.

Q Well, we will go with the first part. | f
t he Conmm ssion were to accept Staff's nodifications,
woul d ComEd not go forward with the auction process?

A If by Staff's nmodifications you mean the
| anguage that M. Knepler wanted to strike?

Q Yes.

A.  We would need some replacenment | anguage.

And as | indicated earlier, | believe ComEd people
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are working with Staff people to come up with
appropriate | anguage that stops short of a prudence
review but allows for a review for mathemati cal
accuracy. But we could not go forward as | testify
if in fact there was a post-auction prudence review.

Q At lines 548 to 549 you state that the
proposed del etion should and if the auction process
Is to be successful must be rejected. Wth respect
to an auction under ComkEd's proposal, who has the

authority to declare an auction unsuccessful or a

failure?
A | believe in the first instance the auction
manager does, and then | believe based on the weight

of the auction manager's information provided to the
Comm ssion as well as the Staff's review, | think
ultimately the Comm ssion can make that decl aration.
M. MNeil is the expert on all those screens,
however. But | believe ultimately it is the
Comm ssi on.

Q Do you know whet her ComEd has the authority
under its proposal to declare an auction

unsuccessful or a failure?
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Q Direct your attention to still Exhibit
7.0, lines 550 to 552, actually 550 through 555.

you see your testimony there?

A. Yes.

Q Can you point to specific |language, to
specific testimony from M. Knepler, where he
proposes a prudence review of the auction process?

A. | don't believe he specifically recomend

a prudence review. But our concern had been that

337

Do

S

hi s | anguage deletion |left the door open that others

m ght argue one m ght be necessary or that one wou
be all owed.

Q Can you point to anywhere in M. Knepler'
testi nony where he proposed that ComEd be denied
full recovery of its auction costs?

A. No.

Q And can you cite to anyplace in any other
Staff witness's testimny where they proposed that
ComEd be denied a full recovery of its auction
costs?

A. Not to my knowl edge

| d

S
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Q Direct your attention to Iines 563 through

566. In particular your testinony starting with "if
suppliers believe"” going on through the end of I|ine
566.

A. Yes.

Q Does ComEd need Conmm ssion approval to nake
payments to it suppliers?

A. No. Well, it needs Comm ssion approval of
the process which would give rise to the need to
make those paynments. But, no, specific payments
don't need to be approved by the Conm ssi on.

Q And going back to lines 552 through 555, a
few more questions on that. You refer to M.
Knepl er and that he recently candidly admtted that
if his proposed deletions are accepted, the
limtation on retroactive hindsight changes to
charges collected by ComEd fromretail customers
used by ComEd to pay suppliers will be tripled, and
then there is a cite to a data request, ConEd to
Staff 3.357

A Yes.

Q Do you have a copy of that data request
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response?

A No.

Q If you could review the request and
response that M. Knepler provided?

A. Okay.

Q Could you point to me where in that
response it could be inferred that M. Knepler made
such a candid adm ssion?

A.  The answer. "If the reference | anguage is
removed, the | CC would not be barred from conducti ng
a retrospective review of the prudence of ConEd's
decision to conduct the procurenment, and if the |ICC
found i mprudence from ordering refunds, unless there
I's language in the tariff or in the order providing
that for the prudence of the decision to conduct the

procurement, a full requirements electric supply had

been predeterm ned." So basically he is saying if
it is not in the tariff, it needs to be in the
order .

MR. FEELEY: One second. That's all | have.

Thank you, Ms. Juracek.

JUDGE WALLACE: M. Townsend?
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CROSS EXAM NATI ON

BY MR. TOWNSEND:

Q Good evening, Ms. Juracek. Chris Townsend
appearing on behalf of the Coalition of Energy
Suppliers. If you could please turn to your
rebuttal testinony at lines 218 to 226, |let nme know
when you are there?

A. Okay.

Q At lines 218 to 219 you indicate that some
proposals |l ack the track record that ComEd feels is
required, is that correct?

A. Yes.

Q \What type of track record does ComEd
believe is required?

A | think some success with use of the
product and with sufficient certainty to allow us to
nove forward to do the same thing in Illinois.

Q And simlarly at line 221 you tal k about
tried and true mechani sns?

A. Yes.

Q Wiy is it inmportant that the Conm ssion

approve tried and true mechani sns?
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A. This isn't the time to experinment. W
basically do need to go out for our ful
requi rements supply beginning 2007 and it makes
sense to use state of the art best methods that are
going to get us the results that we all want.

Q At lines 219 to 220 you indicate that ComEd
has proposed mechani snms and procedures which have
been i mpl emented in the past and have track records
of success?

A. Yes.

Q  \What mechani sms and procedures are you
referring to?

A. Basically the declining clock vertical
tranche auction.

Q | am sorry. It says ConkEd has consistently
proposed mechani sms and procedures which have been
i mpl enmented in the past. Were you tal king about
within this proceeding or when you say consistently
did you mean in other proceedings?

A Because ny testi mony showed up first in the
rebuttal phase of this docket, it really refers to

this docket and this whole Post-'06 investigation.
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Q And you say that they have had track
records of success. From whose perspective have
t hose mechani sms had success?

A. | think fromrecord participants and
regul ators and consumers generally. The auction has
been done in New Jersey now four tinmes, going on
five times, and that is a fairly significant track
record.

Q At lines 225 to 226 you indicate that there
Is an effective means annually for considering new
or experimental auction improvenments. Could you
explain what that procedure is or is there another
wi t ness that would be better to ask that question
to?

A. | can discuss it at a high level and then |
will defer to M. MNeil for a nore conplete
di scussion. But essentially we are providing for a
post - aucti on workshop where parties can get
t oget her, anal yze what happened in the prior
aucti ons, and make suggestions for inmprovenments in
t he next procurenment.

Q And at that point ConEd |ikewi se could be
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maki ng suggestions of its own for additional
i mprovenments, correct?

A.  \When | say parties, | generally include
ConEd, Staff, suppliers, customer representatives,
etc.

Q If you could turn to your surrebuttal
testinony, specifically lines 636 to 650, please?

A. Yes.

Q And there you talk about you respond to the
coalition proposal that there be a separate
proceeding to consider the ways in which ComEd as an
I DC, an integrated distribution company,
communi cates with its customers, correct?

A. Yes.

Q Coul d you explain at |line 641 what you nean
by the phrase "need for communication," specifically
who needs the comunication?

A Physically, the need for communication with
our customers of what is happening. There is a
compl ete change in the electricity regime being
proposed here and customers are going to need sone

heads up on what's going to be happening to their
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electric bill, for exanple. So we have a very short
time frame here on instituting a formal proceeding.
It may not get us communication materials in time to
be effective. It is a change managenent process.

Q Do you know how the costs associated with
the communication will be accounted for?

A. Specifically, no.

Q Are you famliar with the I DC rules that
prohibit IDC's from advertising with their
gener ation component ?

A. Yes.

Q What is your understanding of the purpose
of the IDC rules that prohibit I DCs from advertising
with their commodity component?

A.  The purpose of those rules is to prevent an
I DC, which is what Commonweal th Edison is, from
appearing to be conmpeting with RESs for the
commodity portion of customer supply. So we need to
walk a fine line between information and what m ght
appear to be active competition.

Q Would you agree that it is important that

ComEd' s custonmers receive communi cati on regarding
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t he | anguage their rate options are going to change
after the transition period?

A. Yes.

Q Woul d you agree that it is important for
ConmEd' s customers to receive comunication regarding
the | anguage rate structures are going to change
after the transition period?

A. Yes.

Q Has ComEd begun preparing material it
intends to distribute to customers regarding the
| anguage their rate options and rate structures are
going to change after the transition period?

A | believe it has but | have no firsthand
know edge of those specific materi als.

Q Is there a witness that will be testifying
t hat woul d have that knowl edge?

A. Il will defer to M. MNeil .

Q Do you know if ComEd has a plan in place to
devel op that material ?

A | don't know that.

Q Do you know what message will be contained

in that material?
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A. No .

Q Has ComEd met with Staff or other
interested parties to discuss either the formor the
substance of that material ?

A. | don't know.

Q Agai n, woul d that question be nore
appropriately addressed to M. MNeil?

A. | would say he would be an appropriate
wi tness to ask that of.

Q Is it ComEd's position that neither Staff
nor any other parties should be able to review the
material prior to ComEd distributing it?

A. | would say there is no requirement that
Staff or any other party review it, nor would I want
to start down a path in which ConEd's own first
amendment rights are somehow being i mpinged upon.
That being said, | amsure all parties will want to
be assured that our conmmunication materials were
within the IDC rules. So | would imgine that we
woul d continue in some informal way of sharing the
materials with others.

Q Would ConkEd be willing to agree to
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establish an informal process for parties and Staff
to be able to review those material s?

A. | am not prepared to agree to that now on
t he st and. But it is something that we will take
under advi sement.

Q Has t he Conmm ssion previously revi ewed

electric utilities' communications regarding
fundamental changes in the Illinois retail electric
mar ket ?

A. Yes. There was quite a targeted Conmm ssion
effort with respect to customer choice
communi cati ons which was actually mandated by the
Restructuring Act. So there, there was a statutory
authority that required it.

Q And there the Comm ssion did review the
utilities' materials, correct?

A.  The Conm ssion issued its own materials and
| do know that a team of stakehol ders participated
in preparing those materi al s. | don't recal
specifically how nuch of ComEd's own materials were
actually subject to those review. What | am

referring to is the mandated Comm ssion
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conmmuni cations effort.

Q

And |

i kewi se for the post-transition period

it is possible that the communication could come

from someone ot her than ConEd, correct?

A.

Sur e.

MR. RI PPI E: No further questions.

JUDGE WALLACE: All right. Let's go off the

record.

(Wher eupon there was

t hen had an

of f-the-record

di scussi on.)

(Wher eupon the hearing
in this matter was
continued until August
30, 2005, at 9:00 a.m
in Springfield,

I11inois.)



